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I 
INTRODUCTORY 


More than two years have elapsed since the coming 
into force of the North Atlantic Treaty. The far-reach- 
ing consequences of this accord are becoming rapidly 
apparent to the citizenry of each party nation. In the 
United States, the billions appropriated under the Mutual 
Defense Assistance Act of 1949, as amended, 63 STAT. 
714 (1949), 22 U.S.C. §§ 1571-1604 (1946), as amended, 
63 STAT. 373 (1950), 22 U.S.C. §§ 1574 et seg. (1950), 
and the Mutual Security Act of 1951, Pub. L. No. 165, 
82d Cong., Ist Sess. §§2 et seg. (Oct. 10, 1951), 22 
U.S.C.A. §§ 1651 et seg. (1951), to implement the treaty, 
coupled with the staggering sums laid out by this nation 
for various other purposes, has aroused a feeling of gen- 
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uine concern in all walks of life. A review of the entire 
foreign policy of the United States has necessarily fol- 
lowed, and heated debates with respect thereto are the 
rule rather than the exception in these times. 

It would seem appropriate, therefore, that a scrutiny 
of the legal implications of the North Atlantic Treaty 
might be timely, to the end that a better understanding 
of one important segment of the highly complex interna- 
tional picture may thereby be achieved. 


II 


HISTORICAL 


The North Atlantic Treaty has been referred to on 
various occasions as “a regional security arrangement” or 
“a collective self-defense arrangement,” among other 
things. Without at this point attempting to categorize the 
North Atlantic Treaty, its underlying principles are by 
no means new. Accords such as the North Atlantic 
Treaty, usually find their origin and justification in a 
desire for self-preservation. Such accords are to be found 
almost at the dawn of written history. More than thir- 
teen and a half centuries B. C., Amenophis IV, King of 
Egypt, better known as Ikhnaton, having restored auton- 
omy to certain countries he had conquered, constituted 
them, together with Egypt, on a regional basis for com- 
mon protection.” In Ancient Greece, there were regional 
arrangements at various times, some rather short-lived, 
such as the Boeotian League and the Confederacy of 
Delos; others of quite long duration, such as the Pel- 
oponnesian, Thessalian, Aetolian, Ichaean and Lycian 
Leagues, each of which endured for more than a century 
—in some cases much longer.’ 

More recently—before World War I[I—mention may 
also be made of such regional arrangements as the Locano 


1 WYNNER AND Lioyp, SEARCHLIGHT ON Peace Pians (1944). 
2 WYNNER AND LLoyp, Op. cit. supra. 





LEGAL ASPECTS OF THE NORTH ATLANTIC TREATY 499 


Treaties, the Little Entente, the Balkan Pact, the Baltic 
Union, the Four-Power Pact of 1933, the London Con- 
ventions of the same year, and the so-called Oriental Pact 
of Mutual Assistance which France proposed in 1934 to 
the governments of Central Europe. 

The Monroe Doctrine of December 2, 1823, was cer- 
tainly both regional and defensive in character, even 
though it was a unilateral declaration of one nation. 
Even more recently, we have seen the adoption of Decla- 
ration XV of the second meeting of the Ministers of 
Foreign Affairs at Havana in 1940, and the Act of Chap- 
ultepec adopted by the American Republics in 1945. 
Since World War II, the Inter-American treaty of Re- 
ciprocal Assistance, known as the Rio Pact of 1947, the 
Dunkirk treaty between Great Britain and France of the 
same year, and the Brussels Pact of 1948, have come into 
being. It is clear that the tendency to make such defen- 
sive arrangements is continuous. 


III 
THE CHARACTER OF THE NORTH ATLANTIC TREATY 


In attempting to ascertain the character of such an ac- 
cord as the North Atlantic Treaty, one is compelled to 
draw a marked distinction between the object and the 
subjects of such arrangements. In the use of the word 
“regional,” certain queries are likely to arise in one’s 
mind, particularly regarding the location of those who 
are parties to the arrangement. It would seem at first 
glance that “regional” would mean the parties must be 
contiguous to one another, or at least there must be some 
measure of propinquity of the parties’ territory. In ex- 
amining some of the so-called defensive arrangements 
mentioned above, it is noted that the object is the region 
affected thereby, and the subjects are the parties to such 
arrangements. Let us not be confused by the fact that 
there may be an intervening ocean in a region. Seas and 
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oceans are not to be considered as barriers which separate, 
but rather highways which connect a region.* To be 
sure, the common object of a regional arrangement is the 
chief concern and the presence of seas and land masses 
can well be the force motivating such arrangements, along 
with the common interests of the parties therein. It ap- 
pears that a regional arrangement is a voluntary associa- 
tion of sovereign states within a certain area for a joint 
purpose, which should not be of an offensive nature, in 
relation to that area. Furthermore, no association may 
have for its object the territory of a sovereign state with- 
out the participation or consent of that state. 

In view of the foregoing, the character of a regional 
arrangement might well be attributed in some circum- 
stances to the North Atlantic Treaty of 1949. The testi- 
mony of Secretary of State Acheson and Ambassador 
Austin before the United States Senate Foreign Relations 
Committee gives an interesting insight of the framers of 
the treaty.‘ The question regarding the regional char- 
acter of the treaty arose when the committee was trying 
to determine whether the treaty came under article 51 
of the United Nations Charter as a purely collective de- 
fense arrangement or whether it also came under chapter 
VIII, articles 52, 53 and 54 of the Charter which deals 
with regional arrangements, or whether the treaty was 
subject to the provisions of all four of the above-men- 
tioned articles of the Charter. 

Secretary Acheson agreed that the area of action under 
the treaty is completely described within article 51 of 
the Charter.” He made careful distinction between ar- 
ticles 51 and 53, stating that article 51 involved the right 
of self-defense and article 53 dealt with enforcement 
action pursuant to a regional arrangement. The Secre- 


3 Hamsro, How to WIN THE Peace (1943). 


4 Hearings before Committee on Foreign Relations, U. S. Senate on the North 
Atlantic Treaty, 81st Cong., 1st Sess. 4-144 (1949). 


5 Hearings, supra note 4, at 22. 
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tary then pointed out that article 53 of the Charter was 
not involved, and that, under the treaty, nobody proposed 
to take enforcement action, aggressive action, prelimi- 
nary action, or any sort of action, except defensive action 
after an attack occurred.® From his statement, one gath- 
ers the distinct impression that, in his opinion, the treaty 
is not a regional arrangement, but is based only on article 
51 of the Charter. Mr. Acheson seems to find support 
for his view by both British and French spokesmen.’ 

Ambassador Austin, in his statement to the committee 
took a broader, and, in the opinion of this writer, a more 
accurate view of the nature of the North Atlantic Treaty. 
He said: 


It is not necessary to define the organization of the North 
Atlantic community as exclusively a regional arrangement, or 
as exclusively a group for collective self-defense, since activities 
under both article 51 and chapter VIII [of the U.N. Charter] 
are comprehended in the treaty. It is our opinion that the pro- 
visions of the Charter relating to each such activity—that is, when 
applied and if applied, if undertaken—will apply to that activity. 
But you do not have to departmentalize the treaty. It is signifi- 
cant that no difinition [sic] of regional arrangements, or regional 
organization, was contained in the Charter, or the Senate Reso- 
lution 239, or the North Atlantic Treaty. Each of these con- 
templates both regional action and collective self-defense.* 


IV 


LEGALITY OF THE NORTH ATLANTIC TREATY 
UNDER THE UNITED NATIONS 


As indicated above, the provisions of the United Na- 
tions Charter which are pertinent to the North Atlantic 


6 Hearings, supra note 4, at 31. 


7 Cf. Mr. Bevin’s remark in Parliament: “The Treaty is not a regional ar- 
rangement under Chapter VIII of the Charter.” See also the Report of the 
Committee on Foreign Affairs of the French National Assembly, No. 7849 at 
21-24. However, on September 27, 1948, Mr. Bevin in a speech before the U. N. 
Security Council stated: “If we cannot proceed on a world basis . . . we must 
proceed on a regional basis. . . .” Hoskins, The Atlantic Pact, Pustic Ar- 
FAIRS BULLETIN No, 69 at 63 (1949). 

8 Hearings, supra note 4, at 94. The distinguished Ambassador of The Nether- 
lands, Mr. E. N. van Kleffens argues persuasively that the Treaty is a regional 
arrangement. See van Kleffens, Regionalism and Political Pacts, 43 Am. J. oF 
IntL. Law 666 (1949). 
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Treaty are articles 51, 52, 53 and 54. The roots of the 
North Atlantic Treaty being so founded, it is of assistance 
to re-read them for emphasis, and they are set forth 
accordingly: 


Article 51 


Nothing in the present Charter shall impair the inherent right 
of individual or collective self-defense if an armed attack occurs 
against a Member of the United Nations, until the Security Coun- 
cil has taken the measures necessary to maintain international 
peace and security. Measures taken by Members in the exercise 
of this right of self-defense shall be immediately reported to the 
Security Council and shall not in any way affect the authority 
and responsibility of the Security Council under the present Char- 
ter to take at any time such action as it deems necessary in order 
to maintain or restore international peace and security. 


CuHAPTER VIII. ReGIoNAL ARRANGEMENTS 


Article 52 


1. Nothing in the present Charter precludes the existence of 
regional arrangements or agencies for dealing with such matters 
relating to the maintenance of international peace and security 
as are appropriate for regional action, provided that such arrange- 
ments or agencies and their activities are consistent with the 
Purposes and Principles of the United Nations. 

2. The Members of the United Nations entering into such 
arrangements or constituting such agencies shall make every 
effort to achieve pacific settlement of local disputes through such 
regional arrangements or by such regional agencies before refer- 
ring them to the Security Council. 

3. The Security Council shall encourage the development of 
pacific settlement of local disputes through such regional arrange- 
ments or by such regional agencies either on the initiative of the 
states concerned or by reference from the Security Council. 


4. This Article in no way impairs the application of Articles 
34 and 35. 


Article 53 


1. The Security Council shall, where appropriate, utilize such 
regional arrangements or agencies for enforcement action under 
its authority. But no enforcement action shall be taken under 
regional arrangements or by regional agencies without the author- 
ization of the Security Council, with the exception of measures 
against any enemy state, as defined in paragraph 2 of this Article, 
provided for pursuant to Article 107 or in regional arrangements 
directed against renewal of agressive policy on the part of any 
such state, until such times as the Organization may, on request 
of the Governments concerned, be charged with the responsibility 
for preventing further aggression by such a state. 
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2. The term enemy state as used in paragraph 1 of this Article 
applies to any state which during the Second World War has 
been an enemy of any signatory of the present Charter. 

Article 54 


The Security Council shall at all times be kept fully informed 
of activities undertaken or in contemplation under regional ar- 
rangements or by regional agencies for the maintenance of in- 
ternational peace and security.® 


One first notices in article 51 of the United Nations 
Charter a categorical recognition of the inherent right 
of individual or collective self-defense. By the Pream- 
ble of the North Atlantic Treaty, the parties reaffirm 
their faith in the purposes and principles of the Charter, 
and in article 1 is found acceptance again of the Charter 
obligations to settle disputes by peaceful means and to 
refrain from the use of force in any manner inconsistent 
with the purposes of the United Nations. It is noted in 
addition, that in articles 5 and 7 of the treaty, the parties 
specifically recognize the ultimate authority of the Secur- 
ity Council for the maintenance of peace and security. 
In practice, this means that no collective action will be 
taken under the treaty unless the Security Council is 
unable to preserve the peace. Moreover, all measures 
taken as a result of an armed attack must be reported im- 
mediately to the Security Council, and any such action 
must cease as soon as the Security Council has taken the 
measures necessary to restore and maintain the peace and 
security. It appears that the treaty operates inside the 
Charter but outside the veto, and is not intended to re- 
place United Nations peace machinery, but rather to 
function only when that machinery does not function. 
The broad language of article 7 of the treaty contains its 
basic principle by stating that the treaty “does not affect, 
and shall not be interpreted as affecting, in any way, the 
rights and obligations under the Charter of the Parties 
which are members of the United Nations.” Article 7 


959 Strat. 1044-1045 (1945). 
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of the treaty parallels in another way article 103 of the 
Charter, which provides that, in the event of a conflict 
between a member’s obligation under the Charter and its 
obligation under any other international agreement, the 
former shall prevail. It, therefore, follows, that the 
Charte’ provisions control any action taken under the 
treaty whenever they may be applicable. 

From the texts quoted above, one notes article 53 of the 
Charter provides that regional agencies may not take any 
enforcement action without the authorization of the Se- 
curity Council, and article 54 requires that regional or- 
ganizations must keep the Security Council ‘fully in- 
formed of their activities for the maintenance of peace. 
The question then arises as to whether or not the purposes 
of the treaty are defeated when the risk of Security Coun- 
cil veto is apparent in article 53 of the Charter. It is the 
opinion of this writer that this does not necessarily follow. 
As Secretary Acheson emphasized, article 53 of the Char- 
ter deals with enforcement action authorized by the Se- 
curity Council, whereas article 51 deals exclusively with 
individual and collective self-defense measures against 
an armed attack.” As has been shown from the text of 
article 51, the right of self-defense is recognized by the 
Charter as being an inherent right of every state, and it 
follows that the exercise of this right does not require 
prior authorization of the Security Council. Since ar- 
ticles 52, 53 and 54 are not specifically referred to in the 
treaty as is article 51 of the Charter, it is evident that the 
primary intent of the parties to the treaty was directed to 
collective self-defense. This is not to say, however, that 
the treaty is not susceptible of use as a regional arrange- 
ment, depending on the desire of the Members, as Am- 
bassador Austin indicated." In that event, articles 52, 
53 and 54 would be applicable. As to the obligation to 
report to the Security Council the measure taken in the 


10 Hearings, supra note 4, at 31. 
11 Hearings, supra note 4, at 94. 
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exercise of the right of self-defense under article 51 of 
the Charter, it appears that the obligation exte 

to the measures taken to repel an actual armed att 

does not include the report of defense plans for t 

cise of the right of self-defense. This, in no way < 

with the obligation found under article 54 to repo? 

ities undertaken or in contemplation for the mainfnance 
of international peace and security. In the event such 
regional activities are undertaken, then these must be 
reported in accordance with article 54 of the Charter. 
Defensive preparations, either individually or collective- 
ly, are not to be confused with regional enforcement 
activities, either actual or contemplated. Nothing in 
the Charter prohibits coordinated defense efforts or ad- 
vance declarations by a group of states that they will 
defend themselves against armed attack.” 


V 
PEACEFUL AND FRIENDLY RELATIONS 


Passing now to the legal implications of certain of the 
more important articles of the treaty, the concept of the 
development of peaceful and friendly relations as found 
in article 2 is of interest. In this article, the parties 
agree to strengthen their free institutions, promote condi- 
tions of stability, and encourage economic collaboration. 
With respect to article 2, Secretary Acheson had this to 
say: “Here is the ethical essence of the treaty—the com- 
mon resolve to preserve, strengthen, and make better 
understood the very basis of tolerance, restraint, freedom, 


12 See statement of Warren R. Austin, U.S. Ambassador to the U.N., De- 
partment of State Publication 3462, March, 1949, at 8. This publication is known 
as the State Department White Paper. 


13 Article 2 reads as follows: “The Parties will contribute toward the further 
development of peaceful and friendly international relations by strengthening 
their free institutions, by bringing about a better understanding of the principles 
upon which these institutions are founded, and by promoting conditions of sta- 
bility and well-being. They will seek to eliminate conflict in their interna- 
tional economic policies and will encourage economic collaboration between 
any or all of them.” 
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and well-being, the really vital things with which we are 
concerned.” * 

The report of the U. S. Senate Foreign Relations Com- 
mittee on the treaty had these observations to make with 
respect to the meaning of article 2: 


Article 2 is a reaffirmation of faith. . . . The unilateral under- 
taking of the parties to “strengthen their free institutions recog- 
nizes that free institutions have succumbed in many places of the 
the world and that eternal vigilance is still the price of liberty. 
The effort to secure “better understanding” of the principles upon 
which these institutions are based is a positive appreciation of 
the role of public opinion, both among the signatories and 
throughout the world. Free nations must take affirmative meas- 
ures to this end, rather than resort to censorship or iron cur- 
tains... . 

. .» Considerable attention has been given by the committee 
to the question whether article 2, in stating these objectives, im- 
poses on the United States any obligation to take specific legisla- 
tive action. . . . The committee is completely satisfied that this 
article involves no obligation on us to take any legislative action 
whatsoever. In fact, no such obligations were contemplated by 
the negotiators and no new machinery is envisaged for these pur- 
poses under the treaty. The article does, however, provide en- 
couragement for individual or bilateral action or action through 
such existing agencies as the United Nations, the Brussels pact, 
and the Organization of European Economic Cooperation. . . .** 


The language of article 2 is quite general and in view 
of the report quoted above, it would seem that, from the 
legal standpoint, the obligation assumed by the parties 
is simply an obligation to move in the general direction 
of the broad objectives of article 2. 


VI 
SELF-HELP AND MUTUAL AID 


Article 3 injects the principle of Self-Help and Mutual 
Aid into the treaty. In order for the accord to be effec- 
tive as a deterrent to aggression or in repelling an armed 
attack, the parties to the treaty must have the means to 


14 Hearings, supra note 4, at 10. 
15 Sen. Exec. Rep. No. 8, 81st Cong., Ist Sess. 9-10 (1949). 
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defend themselves. Article 3*° contains a definite com- 
mitment on the part of each signatory to contribute, in- 
dividually and collectively, to the defense of the North 
Atlantic Area. The language of article 3 does not, how- 
ever, impose an obligation on any particular party there- 
to to furnish help to any specific signatory for any spe- 
cific purpose. Nor may any party, as a matter of right 
under the treaty, demand armed assistance from another 
party thereto. The general obligation of each party under 
article 3 appears to be to help develop the collective 
capacity of the parties to repel armed attack. The com- 
mitment is to the parties jointly and not to each nation 
separately. Article 3 contains no specific obligation with 
respect to the timing, nature, and extent of assistance to 
be given by any party. This question seems to have been 
taken up in article 9, which established a council which 
is required to set up necessary subsidiary bodies, includ- 
ing a defense committee for the purpose of considering 
matters concerning the implementation of the treaty. 

It was the view of the U.S. Senate Foreign Re- 
lations Committee that since article 9 only gives au- 
thority to the council “to consider matters concerning the 
implementation of the treaty,” its powers are purely ad- 
visory with respect to governmental action. Its purpose 
is to make recommendations to the governments and to 
assist them in reaching coordinated decisions. The com- 
mittee emphasized that the responsibility for making de- 
cisions lies in the respective governments rather than the 
council. In addition, it was the view of the committee 
that since the council has only advisory powers, no voting 
procedure is needed or contemplated. No party will 
have a veto, nor can it be coerced into taking a decision 
against its own judgment.” 

16 Article 3 reads as follows: “In order more effectively to achieve the objec- 
tives of this Treaty, the Parties, separately and jointly, by means of continuous 
and effective self-help and mutual aid, will maintain and develop their indi- 


vidual and collective capacity to resist armed attack.” 
17 Sen. Exec. Rep. No. 8, 81st Cong., Ist Sess. 17 (1949). 
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It was the further view of the U. S. Senate Foreign Re- 
lations Committee that the defense committee envisaged 
in article 9 would concern itself primarily with making 
plans and recommendations for the implementation of 
articles 3 and 5, i.e., preparation for the exercise of the 
inherent right of individual or collective self-defense. 
Being subordinate to the council, it, too, has only advis- 
ory powers.” 


VII 
CONSULTATION OF THE PARTIES 


Article 4 of the treaty carries with it the obligation of 
the signatories to consult together whenever any one of 
them decides that the territorial integrity, political inde- 
pendence or security of any of the parties is threatened.” 
Again, the view of the U. S. Senate Foreign Relations 
Committee is noteworthy in this connection. The com- 
mittee stated that a situation arising anywhere might be 
cause for consultation, provided that it constituted a 
threat to one or more of the parties and might involve 
obligations under the treaty. Lhe committee emphasized 
the fact that consultation could be requested only when 
the element of threat is present and was of the opinion 
that this limitation should be strictly interpreted. 

The committee observed further that many well-known 
techniques have been developed whereby internal dis- 
orders or coups are deliberately engineered by outside 
powers to further their own interest. Accordingly, con- 
sultation might also be sought under article 4 in the case 
of an internal disorder where circumstances indicated 
that such disorder was being aided and abetted by assist- 
ance from outside the country affected. It is clear that 
article 4 carries no obligation other than that of consulta- 


18 Sen. Exec. Rep. No. 8, 81st Cong., Ist Sess. 17 (1949). See also the 
views of Secretary Acheson on article 9 as expressed in his letter to the Presi- 
dent of April 7, 1949. Sen. Doc. No. 48, 8lst Cong., Ist Sess. 11 (1949). 

19 Article 4 reads as follows: “The Parties will consult together whenever, 
in the opinion of any of them, the territorial integrity, politica] independence 
or security of any of the Parties is threatened.” 


Seperowa.coxe o 
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tion. Whether or not any action is to be taken following 
consultation, or what form such action might take, are 
matters for each party to decide for itself. 

The committee then addressed itself to the concern in 
some quarters lest article 4 be implemented in such a way 
as to impair the usefulness of the United Nations, and 
expressed its confidence that the framers of the treaty 
did not intend that article 4 should infringe upon the 
efficacy of the United Nations machinery or in any way 
impair its usefulness. The committee then expressed the 
opinion that consultation under article 4 should not be 
sought unless the United Nations, for some reason, is pre- 
vented from dealing with the situation giving rise for 
consultation.” 

From the foregoing, it is apparent that the U. S. Sen- 
ate Foreign Relations Committee has adopted an extreme- 
ly strict interpretation of article 4. In its view, article 4 
should be invoked only when: (a) there is a threat to one 
or more of the parties; (b) the threat must involve obli- 
gations under the treaty; (c) the element of threat must 
be actually present and strictly interpreted; and (d) the 
United Nations must have been prevented from acting 
prior to consultation by the parties to the treaty. 


VIII 
ARMED ATTACK 


Article 5 of the treaty contains the principle that an 
armed attack against one or more of the parties is consid- 
ered an attack against them all.” The application of this 


20 Sen. Exec. Rep. No. 8, 81st Cong., Ist Sess. 11-12 (1949). 

21 Article 5 reads as follows: “The parties agree that an armed attack against 
one or more of them in Europe or North America shall be considered an attack 
against them all; and consequently they agree that, if such an armed attack 
occurs, each of them, in exercise of the right of individual or collective self- 
defense recognized by Article 51 of the Charter of the United Nations, will 
assist the Party or Parties so attacked by taking forthwith, individually and in 
concert with the other Parties, such action as it deems necessary, including the 
use of armed force, to restore and maintain the security of the North Atlantic 
area. 

“Any such armed attack and all measures taken as a result thereof shall im- 
mediately be reported to the Security Council. Such measures shall be ter- 
minated when the Security Council has taken the measures necessary to restore 
and maintain international peace and security.” 
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article is restricted to the situation when the attack takes 
place in the North Atlantic Area, and does not necessarily 
apply when the attack is against any of the parties outside 
that area. It is not clear as to just what is meant by an 
armed attack even though article 6 of the treaty appears 
to define the phrase. It appears that only those armed at- 
tacks which threaten the security of the North Atlantic 
Area are contemplated. It is not certain that strictly in- 
ternal uprisings and revolutions would not be included in 
the definition of armed attack, although it does seem con- 
ceivable that outside aid given to such revolutions or up- 
risings might well be considered an armed attack threat- 
ening the security of the North Atlantic Area. It follows 
that there is no clear provision in the treaty against any 
kind of indirect action which threatens the security of 
this area. A realistic appraisal of how aggression has 
manifested itself since World War II would indicate that 
a real weakness in this respect may be present in the 
treaty. 

Article 5 further provides that in case of an armed at- 
tack the parties will take such action as each party deems 
necessary, individually and in concert with the other par- 
ties, to restore and maintain the security of the North At- 
lantic Area. Naturally, this provision would mean that 
any party actually attacked will resist with all its power 
pursuant to the inherent right of self-defense. It is noted 
that each party decides for itself just what action it will 
take in any given situation. This could mean that simply 
consultation with the other parties might be sufficient or 
the immediate use of force, within constitutional limits, 
individually or in carrying out that which may have been 
agreed upon in previously worked out plans. The article 
in no way requires an automatic going to war, and the 
action by any party may run from diplomatic measures to 
an all out war depending upon any given situation. The 
contribution of any one party no doubt would be condi- 
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tioned on its capacity, whether in resources, troops, equip- 
ment or strategic bases. 

It is likewise conceivable that an armed attack by one 
party on another party to the treaty would legally invoke 
the treaty as to the other parties to oppose the aggressor 
party. Irrespective of whatever action is taken in a 
given situation, the article requires that any such action be 
reported to the Security Council of the United Nations. 
Once the United Nations has acted and has brought the 
situation under control, the action taken by the parties 
must be terminated. The most the article seems to require 
of any party is, in the event of an armed attack in the area, 
to take notice of it and to take the action it deems neces- 


sary, but a commitment to war is not necessarily re- 
quired.” 


Ix 
THE NorTH ATLANTIC AREA 


Article 6 of the treaty is designed primarily to define 
the area of the North Atlantic Treaty.” The definitive 
nature of this article gives the treaty a strong regional 
flavor. For while the language is general, the description 
contained therein facilitates an approximate delineation 
of the area to which the treaty is meant to apply. Appar- 
ently, it was with studied purpose that the area was not 
precisely defined. In Secretary Acheson’s letter to the 
President it was stated that the area covered by the treaty 


22 See statement by Senator Vandenburg in 95 Conc. Rec. 8891 (1949). What 
the U.S. might be expected to do under article 5 is indicated in the address of 
Mr. Chas. E. Bohlen in an address to the New York State Bar Association, 20 
Dep’t. State Butt. 157 (1949). 

23 Article 6 as modified by the Greek-Turkish Protocol, reads as follows: 
“For the purpose of Article 5 an armed attack on one or more of the Parties 
is deemed to include an armed attack (i) on the territory of any of the Parties 
in Europe or North America, on the Algerian Departments of France, on the 
territory of Turkey, or on the islands under the jurisdiction of any of the 
Parties in the North Atlantic area north of the Tropic of Cancer; (ii) on the 
vessels or aircraft in this area of any of the Parties, when in or over these 
territories or any other area in Europe in which occupation forces of any of the 
Parties were stationed on the date when the Treaty entered into force in the 
Mediterranean sea or the North Atlantic area north of the Tropic of Cancer.” 


2 








512 THE GEORGE WASHINGTON LAW REVIEW 


is the general North Atlantic Area and is deliberately not 
defined by lines on a map.* Mr. Acheson further stated 
that it would not be in keeping with the spirit of the treaty 
to provide that an attack such as the sinking of a vessel 
at one point at sea would give rise to the obligations of 
article 5, while a similar attack a few miles away, but out- 
side the defined area, would not. Also, Mr. Acheson felt 
that minor incidents might be handled by measures short 
of force.” 


xX 


OBLIGATIONS UNDER THE CHARTER OF THE 
UNITED NATIONS 


Article 7 has already been touched upon briefly here- 
inabove.* It may be said in general the article simply 
makes clear that the obligations of the parties under the 
treaty are subordinated to their obligations under the 
United Nations Charter. It would appear that their ob- 


ligations under the Charter are in no way affected by the 
treaty and the provisions of the Charter are paramount 
wherever applicable. By article 7, the parties also explic- 
itly recognize the primary responsibility of the Security 
Council of the United Nations for the maintenance of 
international peace and security. 


XI 
CONFLICT WITH EXISTING AGREEMENTS 


In article 8, each party solemnly declares that none of 
its existing international engagements with any state is in 
conflict with the provisions of the treaty and assumes the 
obligation of refraining from any such engagement in 


24 Sen. Doc. No. 48, 81st Cong., Ist Sess. 11 (1949). 

25 Sen. Doc. No. 48, 81st Cong., Ist Sess. 11 (1949). 

26 Article 7 reads as follows: “This Treaty does not affect, and shall not be 
interpreted as affecting, in any way the rights and obligations under the Charter 
of the Parties which are members of the United Nations, or the primary respon- 


sibility of the Security Council for the maintenance of international peace and 
security.” 


= 2 = = GG ee ees hl 
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conflict with it.” On March 31, 1949, the Soviet Govern- 
ment protested that France and England could not ad- 
here to the treaty without violating the engagements they 
had entered into with the U.S.S.R.* The Anglo-Soviet 
Alliance directed against a resurgence of German aggres- 
sion (1942) and the France-Soviet Alliance for that same 
purpose (1944), both contained the promise that each 
party would not enter an alliance or coalition directed 
against the other party. The North Atlantic Treaty, said 
the Soviets, was such a coalition. The U.S.S.R. also con- 
tended that the terms of the Italian peace treaty, which 
limits the size of Italy’s armed forces, also precluded Ital- 
ian membership because Italy could not. live up to her 
obligations under both pacts. These assertions were for- 
merly reiterated in the Soviet note of July 19, 1949. No 
conflict is apparent between the French and British ac- 
cords referred to by the U.S.S.R., inasmuch as the North 
Atlantic Treaty is of a defensive nature and is directed 
only against armed aggression and not against any na- 
tion or group of nations as were the French and British 
Treaties with the U.S.S.R. The campatibility of the 
treaties referred to by the Soviet Government and the 
North Atlantic Treaty seems clear, since all are directed 
against aggression and all provide for mutual assistance 
against aggression. If France and Great Britain were 
attacked by Germany, there would certainly be no con- 
flict in obligations for both the alliances and the Pact 
would come into effect simultaneously. Nor is there any 
reason to doubt that France and Britain could legally ex- 
tend aid to any North Atlantic state that is the subject of 
an armed attack. 

The promise in article 8 not to enter into future agree- 


27 Article 8 reads as follows: “Each Party declares that none of the interna- 
tional engagements now in force between it and any other of the Parties or any 
third state is in conflict with the provisions of this Treaty, and undertakes not 
to enter into any international engagement in conflict with this Treaty.” 


28 Heindel, Kalijarvi and Wilcox, The North Atlantic Treaty in the United 
States Senate, 43 Am. J. INTL. Law 658 (1949). 
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ments which conflict with the treaty is a clearly legal 
and binding obligation. The matter of whether or not 
a treaty is in conflict with the North Atlantic Treaty 
is one of interpretation. Where there is a difference in 
interpretation, it is presumed that such differences would 
be settled by arbitration, negotiation or some other means, 
since the treaty fails to provide any method for the settle- 
ment of controversies over conflicting interpretations. As 
long as the present spirit of cooperation pervading the 
parties continues, there should be no difficulty with re- 
spect to interpretation. 

The Soviet assertion that the Italian peace treaty pre- 
cludes Italy’s membership because it limits the size of 
Italy’s armed forces is untenable. The provisions of arti- 
cle 3 of the North Atlantic Treaty require the parties “‘to 
maintain and develop their individual and collective ca- 
pacity to resist armed attack.” In the case of Italy, its 
individual capacity is limited among other things by its 
peace treaty. An obligation to maintain and develop its 
capacity in one treaty does not conflict with the provisions 
of another treaty to which Italy is a party that would limit 
the armament of Italy. In addition, Italy recently (Feb- 
ruary 9, 1952) disavowed the Italian peace treaty as to 
Russia, using as the basis for such disavowal, violations of 
that treaty by the Soviet Government.” ‘There would 
seem to be nothing that legally precludes other signatories 
to the Italian peace treaty from agreeing among them- 
selves with Italy for a modification of that treaty, which 
would have the effect of lifting the limits on Italy’s armed 
forces. 

It would appear that there is a clear legal obligation 
on each party to carefully examine any future treaty 
which it may contemplate entering, to insure that it does 
not conflict with its obligations under the North Atlantic 
Treaty. 


29N. Y. Times, Feb. 10, 1952, p. 1, Col. 6. 
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XII 


THE COUNCIL OF THE NORTH ATLANTIC TREATY 
ORGANIZATION 


Article 9 established a council, on which each party is 
represented, to facilitate implementation of the treaty.” 
Thus the treaty becomes not merely a static document 
but the basis for a continuing collective arrangement. 
Under article 9 the council can be so organized as to be 
able to meet promptly at any time and is charged to set 
up such subsidiary bodies as may be necessary, and, in 
particular, a defense committee to recommend measures 
for the implementation of articles 3 and 5. As stated 
elsewhere herein, the council has no powers other than 
to consider matters within the purview of the treaty and 
to assist the parties in reaching agreement upon them. 
Therefore, no voting procedure is needed or provided in 
the treaty. Each government remains the judge of what 
actions it should take in fulfillment of the obligations of 
the treaty. 

It is interesting to note in general the elaborate organ- 
ization which has grown out of the language of article 
9. As now constituted, the council consists of the Foreign 
Ministers of each member nation. A defense committee 
was also established which consists of the Defense Min- 
isters of each party tothe treaty. In addition, the Council 
established the Defense Finance and Economic Com- 
mittee which consists of the Finance Ministers of each 
party. In order to have a permanent working group 
functioning between the meetings, the council established 
a Council of Deputies. The above are but a few of the 
organs already established by the governments, but are 


30 Article 9 reads as follows: “The Parties hereby establish a council, on 
which each of them shall be represented, to consider matters concerning the im- 
plementation of this Treaty. The council shall be so organized as to be able 
to meet promptly at any time. The council shall set up such subsidiary bodies 
as may be necessary; in particular it shall establish immediately a defense com- 
mittee which shall recommend measures for the implementation of Articles 
3 and 5.” 
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sufficient to indicate the accelerated functioning of the 
treaty.” 

The recent meeting of the North Atlantic Council in 
Lisbon (February 25, 1952) ended with the approval of 
substantial organizational changes in the civilian struc- 
ture of the North Atlantic Treaty Organization. Among 
other things, it was decided that the council, while con- 
tinuing to hold periodical ministerial meetings would 
thereafter function in permanent session through the ap- 
pointment of permanent representatives and would as- 
sume responsibility for the tasks heretofore performed by 
the Council of Deputies, the Defense Production Board, 
and the Financial and Economic Board, as well as those 
initiated by the Temporary Council Committee of 
Twelve. The latter committee had been originally cre- 
ated for the purpose of reconciling North Atlantic Treaty 
Organization military requirements with national po- 
litico-economic capabilities. 

It was further decided at Lisbon that a single, inte- 
grated and strengthened international staff or secretariat 
would be established under a Secretary-General to assume 
responsibility for the functions heretofore performed by 
the international staffs of the various civilian agencies 
of the organization and to provide the council with the 
necessary assistance in its broadening fields of activity. 
The Lisbon meeting was probably the most significant of 
any of the council meetings since the treaty was signed. 
It may be said of this meeting that it demonstrated the re- 
doubled determination of each member nation that the 
high objectives of the North Atlantic Treaty will be 
achieved through the essential cohesion of the parties 
brought about by these structural changes in the organi- 
zation. 


31 For the reader who is particularly interested in the mechanical set-up of the 
North Atlantic Treaty Organization, additional detailed information may be 
found in the very excellent article, Wright, The North Atlantic Treaty Organi- 
sation, 77 U. S. Navat INnst1TuTE Proceepincs 1253 (1951). 
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XIII 
NEW PARTIES 


Article 10 relates the mode by which additional parties 
may join in the accord.” There are three criteria for 
additional parties to accede to the treaty. First, a pros- 
pective new party must be a European state. Secondly, 
the prospective new party must be in a position to fur- 
ther the principles of the treaty and to contribute to the 
security of the North Atlantic Area. Thirdly, the pros- 
pective new party must have the unanimous agreement 
of the other parties before it may be received into the 
accord. Thus, each member has the power to veto the 
application of any prospective party. The original signa- 
tories to the treaty number twelve, and following the rec- 
ommendation of the council made in Ottawa on Septem- 
ber 20, 1951, Greece and Turkey have recently deposited 
their instruments of accession to the treaty, which fol- 
lowed the Protocol among the Parties to invite the 
accession of Greece and Turkey to the treaty and to 
modify article 6.” 

At the time article 10 was drafted, the parties appeared 
to intend the incorporation of some language in the treaty 
which would recognize that not all states in the North 
Atlantic Area, in a position to further the principles of 
the treaty or contribute to the security of the area, may 
wish to become parties at the original signing of the in- 
strument. No doubt, the unanimous agreement clause 
was included for the reason that the accession of addi- 
tional parties might alter the responsibilities of the orig- 
inal signatories. 


32 Article 10 reads as follows: “The Parties may, by unanimous agreement, 
invite any other European state in a position to further the principles of this 
Treaty and to contribute to the security of the North Atlantic area to accede 
to this Treaty. Any state so invited may become a party to the Treaty 
by depositing its instrument of accession with the Government of the United 
States of America. The Government of the United States of America will 
inform each of the Parties of the deposit of each such instrument of accession.” 


33 N. Y. Times, Feb. 19, 1952, p. 5, col. 3. 
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XIV 
CONSTITUTIONAL PROCESSES 


Article 11 provides that the treaty shall be ratified and 
its provisions carried out by the parties in accordance 
with their respective constitutional processes. ‘The re- 
quirement that a treaty be ratified by constitutional proc- 
ess is not new. Provisions to that effect are found in 
article 110 of the United Nations Charter and in article 
23 of the Rio Pact. However, the requirement that the 
terms of the agreement be carried out in accordance with 
the respective constitutional processes of the signatories 
is unusual. It is impossible that the “constitutional proc- 
esses” language gives one party a right to inquire into, or 
pass upon whether another party has followed correct 
constitutional processes in either ratifying or carrying out 
the provisions of the treaty. Such a provision seems to 
imply a pledge of good faith on the part of each signatory 
to follow its constitutional processes. Obviously, the pro- 
vision was inserted as an extreme precautionary measure 
to win agreement of all the parties to the treaty. ‘The 
“constitutional processes” language of article 11 might 
well be construed as amounting to a reservation as to the 
scope of obligations. That is, one party is not legally obli- 
gated to the other parties to go to war without following 
its constitutional processes. The volume of preparation 
already achieved by the North Atlantic Treaty Organ- 
ization would seem to alleviate the danger that the “con- 
stitutional processes” provision of article 11 would im- 
pede swift action under the treaty, in the event of an 
armed attack of serious proportions. 


34 Article 11 reads as follows: “This treaty shall be ratified and its provisions 
carried out by the Parties in accordance with their respective constitutional 
processes. The instruments of ratification shall be deposited as soon as possible 
with the Government of the United States of America, which will notify all the 
other signatories of each deposit. The Treaty shall enter into force between 
the states which have ratified it as soon as the ratifications of the majority 
of the signatories, including the ratifications of Belgium, Canada, France, Lux- 
embourg, the Netherlands, the United Kingdom and the United States, have 
been deposited and shall come into effect with respect to other states on the 
date of the deposit of their ratifications.” 
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Article 11 specifies that the treaty shall come into force 
when the ratifications of the majority of the signatories 
including the five Brussels Powers, along with those of 
Canada and the United States, have been deposited with 
the United States. With the deposit of the French rati- 
fication on August 24, 1949, this condition had been met 
and the treaty took effect as of that day. 


XV 
REVIEW OF TREATY TERMS 


By article 12, the treaty takes into account the processes 
of peaceful change and the need for flexibility in a rapid- 
ly changing world by providing that its terms may be re- 
viewed at any time after it has been in force ten years upon 
the request of a party.” There is nothing to prevent an 
earlier review of the terms of the treaty by unanimous 
consent of the parties. In keeping with the recognition 
of the paramountcy of the United Nations, article 12 
makes explicit reference to any developments of univer- 
sal, as well as regional, arrangements under the Charter 
of the United Nations for the maintenance of interna- 
tional peace and security which may be factors in altering 
the terms of the treaty. 

Apart from the general review contemplated in article 
12, the treaty makes no provision for particular amend- 
ments. Naturally, any amendments proposed would re- 
quire ratification by the parties to become effective. 

Article 13 provides that after the treaty has been in 
effect for twenty years, any party may cease to be a party 
one year after notice of denunciation has been given.” 


35 Article 12 reads as follows: “After the Treaty has been in force for ten 
years, or at any time thereafter, the Parties shall, if any of them so requests, 
consult together for the purpose of reviewing the Treaty, having regard for 
the factors, then effecting peace and security in the North Atlantic area, includ- 
ing the development of universal as well as regional arrangements under the 
Charter of the United Nations for the maintenance of international peace and 
security. 

36 Article 13 reads as follows: “After the Treaty has been in force for twenty 
years, any Party may cease to be a party one year after its notice of denuncia- 
tion has been given to the Government of the United States of America, which 


will inform the Governments of the other Parties of the deposit of each notice 
of denunciation.” 





520 THE GEORGE WASHINGTON LAW REVIEW 


There is no provision for individual members to with- 
draw prior to that time. Therefore, in the light of both 
articles 12 and 13, it is ascertained that the treaty is of 
indefinite duration, with provision for review after ten 
years, and for withdrawal after twenty years. With the 
unanimous consent of the parties, it is clear that one party 
could be permitted to withdraw at any time. Also, if one 
party persistently violated the provisions of the treaty, the 
other parties would cease to be obligated to the offending 
party, a result which is almost tantamount in effect to 
that of expulsion. 

Article 14 is a formal article concerning the equal 
authenticity of the English and French texts which have 
been found to be identical in meaning. Each text being 
equally authentic, as is the case with most treaties done 
in more than one language, neither prevails over the 
other, and any differences in interpretation which might 
arise should be settled by negotiation, or by judicial set- 
tlement. 


XVI 


COMPARISON OF THE NORTH ATLANTIC TREATY 
WITH THE RIO PACT 


Both the North Atlantic Treaty and the Rio Pact are 
collective defense arrangements within the framework 
of the United Nations. Yet the two accords differ in 
certain respects. Both contain the principle that an armed 
attack against one of the parties is to be considered an 
armed attack against all the parties, and both provide for 
consultation in the event of any situation threatening the 
security of the parties. The chief differences are these: 
(1) the Rio Pact contains voting provisions with respect 
to the decision of the organ of consultation, this organ 
being the Meetings of Ministers of Foreign Affairs of the 
American Republics which have ratified the Pact, or the 
Governing Board of the Pan-American Union which may 
act provisionally as an organ of consultation until a Meet- 
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ing of Ministers can take place.” The North Atlantic 
Treaty does not contain such voting requirements. (2) 
The Rio Pact specifies the measures which the organ of 
consultation may agree upon (article 8). Whereas, in the 
North Atlantic Treaty, each party agrees to take “individ- 
ually and in concert with the other parties, such action 
as it deems necessary, including the use of armed force, 
to restore and maintain the security of the North Atlantic 
Area.” (3) The Rio Pact has specific provision for pro- 
cedures to be followed in the case of conflict between par- 
ties to the Pact. No such provision is contained in the 
North Atlantic Treaty. (4) Finally, the Rio Pact delin- 
eates the region to which it refers by precise metes and 
bounds, whereas the North Atlantic Treaty uses general 
phraseology to describe the area affected thereby. 


XVII 


COMPARISON OF THE NORTH ATLANTIC TREATY 
WITH THE BRUSSELS TREATY 


The Brussels Treaty has a two-fold emphasis, one be- 
ing to promote economic recovery by a coordination of 
the economic activities of the parties and mutual defense 
(articles I and IV). The North Atlantic Treaty, while 
making a declaration looking to the elimination of con- 
flict in the international economic policies of the parties 
(article 2), places primary emphasis on individual and 
collective security. The Brussels Treaty requires the par- 
ties to furnish any other party thereto, who is the victim 
of an armed attack, all the military and other aid and 
assistance in their power. The North Atlantic Treaty 
only requires the parties to take such action as each deems 
necessary in case of an armed attack against any of the 
parties. By article VIII of the Brussels Treaty, with 
respect to disputes among the parties, the signatories ac- 


37 See Articles 3, 9 and 11-19 of the Rio Pact. Inter American Treaty of 
Mutual Assistance, Sept. 2, 1947. 
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cept the compulsory jurisdiction of the International 
Court of Justice. With respect to disputes among the 
parties that are outside the scope of the Statute of the 
International Court of Justice, the parties are required 
to submit such disputes to conciliation or some other 
method of pacific settlement. The North Atlantic 
Treaty contains no provisions pertaining to the settlement 
of disputes among the parties. 


CONCLUSION 


It is easy to recognize that one of the fundamental ob- 
jectives of the architects of the North Atlantic Treaty was 
to counteract the complaint of patent effeteness in the 
United Nations. Their goal appears to have been inter- 
national peace under a revitalized and functioning United 
Nations. As to the degree of success which may be 
achieved in these objectives, the splendid progress thus 
far indicates an ultimate full realization of all objectives. 
An accord such as the North Atlantic Treaty imposes 
self-limitations upon the parties. When the peace is 
threatened there are those who would apologize for ag- 
gression in terms of political, economic, and moral be- 
havior factors without due regard for the greater poten- 
tialities for a peaceful adjustment in conformity with 
existing international law. It would seem to this writer 
that these socio-political considerations which affect a 
peaceful international order should take into account the 
common denominator regulating the relations between 
states, t.e., international law. ‘The relatively objective 
standard of an international society ordered by law ap- 
pears to offer the most effective technique for the preser- 
vation of peace so far conceived by the human mind. On 
the other hand unilateral decisions in terms of alleged 
socio-political factors in preference to, or even in disre- 
gard of positive international law, are likely to weaken 
or to undermine any kind of international order. Certain 
practices of the Soviet Government in this regard serve 





LEGAL ASPECTS OF THE NORTH ATLANTIC TREATY _ 523 


to adequately demonstrate what can happen. This is not 
to say, however, that there should be an unchanging ad- 
herence to international law doctrines of bygone ages in 
the face of vitally changed circumstances, for there are 
procedures for peaceful changes in which the important 
role of diplomacy should be played as an adjusting factor 
and tool in the promotion of peace. But when diplomacy 
fails temporarily, existing rules of positive international 
law must prevail, if war and anarchy are to be avoided. 
It would seem, therefore, that the international rule of 
law is the result of effective diplomacy aimed at the pres- 
ervation of peace, and not its antithesis. So it is with the 
North Atlantic Treaty which represents the result of skil- 
ful diplomacy and, within its four corners, one finds a 
legal regime established, the hopes for which are—peace. 





THE NOTARY PUBLIC IN THE CIVIL 
LAW OF ITALY 


ALESSANDRA LUINI DEL RUSSO * 


The notary public in all civil law countries occupies a 
position of great responsibility and importance which 
places him right in the middle of the business and social 
world as a pivot to the different wheels of legal relations. 
No contract, will, charter of corporation, or affidavit can 
be validly drawn for future evidence without the assist- 
ance and services of a notary. He is not merely the man 
with the stamp, he is a man of the law, next of kin to the 
attorney and trained like him in law school. His reputa- 
tion and dignity are equal to such a delicate function as 
is entrusted to him. 

It is hardly possible to visualize the meaning of his 
personality, so widely separated from the American con- 
cept of notary public, without looking back to his histor- 
ical ancestors and framing him in his natural milieu of 
development. 


I 
THE NOTARY IN THE LIGHT OF HISTORY 
1. The Ancient World. 


Since the function of the notary is essentially connected 
to the drawing of contracts and to their future proof, no 
trace of his existence can be found in those early times 
when written deeds were still unknown to society. 

Contracts were then entered into by shaking hands in the 
presence of a couple of friends who witnessed the mutual 
promises of the parties. Greece even adopted the usage 
of having a group of chosen men of excellent memory 
called “Mnemones,” the Rememberers, stand by at all 


* Member of the District of Columbia Bar and former member of the Italian 
Bar; Ph.D., University of Milano; Doctor of Jurisprudence, University of 
Pavia, Italy; Master of Comparative Law, George Washington University ; 
contributor to the Journal of the District of Columbia Bar Association; in 
private law practice in Washington, D. C. 
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verbal stipulations in order to provide trustworthy evi- 
dence in case of future controversy. 

With the growth of frauds and litigation, this form of 
protection appeared no longer sufficient and for matters 
of certain importance verbal contracts were replaced by 
writings. It was then that a social need began to be felt 
for the services of persons both competent and beyond 
all suspicion. We thus find in Egypt a class of church- 
men, the “Monographoi,” performing that task, and, in 
Greece, such government officials as the court clerks or 
the custodians of the archives. 

It is extremely interesting to find quoted by the Greek 
historian Polybius the text of the first treaty between Ro- 
mans and Carthaginians providing that all merchants 
who reached in the course of their trade the shores of 
Lybia or Sardinia should draw their contracts in the pres- 
ence of the herald or of some other magistrate of the 
town. 

Rome with her strong social framework at first adopted 
verbal contracts ratified solely by the presence of the peo- 
ple so that her collective need for security would be met. 
The verbal contracts of the Romans, as in the early history 
of the Hebrews, had to be witnessed by the people’s assem- 
bly; the wills were made in the town-meetings, “calatis 
comitiis” and so were the stipulations “per aes et libram.” 

Written deeds appeared in the Roman World at a very 
late date, probably in connection with the widening of 
commercial intercourse with the newly conquered terri- 
tories. It was only during the first two centuries of the 
Empire that the law prescribed that all contracts of a 
certain importance and value be put into writing in the 
presence of a government official and their custody be 
entrusted to the magistrates of the city. 

Further provisions were added to regulate very closely 
the context and formulation of the deeds in order to as- 
sure their validity and consequently the need was soon 
felt for entrusting that function to experts. —The Romans 
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knew then three classes of writers of documents, the 
“tabularii,” the “notarii,” and the “tabelliones.” 

The “tabularii,” superintendents of the archives, were 
public officials created by Emperor Marcus Aurelius to 
take custody of the public records of the “municipium” 
or “gesta municipii,” and of the registers of the census 
and land surveys, where transfers and donations of realty 
were to be recorded according to the rulings of the Em- 
peror’s decrees. The Digest describes their office as one 
of the greatest importance and dignity, and associates 
them with the church ministers as the group of persons 
to whom most properly the custody of wills could be en- 
trusted. 

The “notarii,” on the other hand, were slaves or freed- 
men who acted as secretaries and stenographers to their 
masters and wrote in “notae,” or abridged notations. 
Seneca, the Philosopher, says that their hand “followed 
the speed of the tongue.”* They entered Roman life 
probably after the conquest of Greece when educated 
Greeks fell into captivity in battle and were taken to 
Rome by their conquerors as private instructors to their 
children or as secretaries (second century B. C.). 

We can be positive that the “notarii” existed during 
the first century B. C. because one of them was Cicero’s 
famous freedman and secretary, Tiro, to whom the classi- 
cal world owed not only the conservation and publication 
of Cicero’s works after his death, but also, according to 
Polydorus Vergilius,* the special shorthand system of 
“notae tironianae” named after him. 

Under the Empire, the “notarii” were also public ste- 
nographers or writers of acts either for the public admin- 
istration, or for important members of the government, 
with office usually in the city hall of the “municipium” ; 
later they even became emperors’ secretaries or stenog- 


1 SENECA, EpIsToLAE Morales aD Lucitium Ep. 90 (1932). 

2 Potyporus VeERGcILIUS, De INVENTIONE RERUM 106 (1576). “The use of 
writing by notes is very ancient, in that Tiro, Cicero’s freedman, is said to have 
first found that way of notations, according to Eusebius’ authority.” 
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raphers of the Emperor’s Council and of the Senate. We 
find them, at that time, organized in a corporation or 
“schola notariorum” with distinctions of rank and dignity. 
The name of “notarii” with the meaning of custodians of 
the law and solemn writers of both private and public 
deeds passed on later to the descendants of the third group 
of Roman writers of documents, the “tabelliones.” 

Only the “tabelliones” can really be considered as the 
forefathers of modern notaries. They were a body of 
writers of deeds or “instruments publicly drawn,” estab- 
lished independently in each city for the main purpose 
of drawing contracts and thus supervising the stipulations 
between private parties. Ulpian, the first writer who 
mentions them, associates them with lawyers and jurists. 
Their private professional character soon attracted the 
attention and urged the control of the public authority. 
Emperor Diocletian established their fees with his edict 
of A. D. 301 in which he ordered that they be paid by the 
line. We find them entrusted with the drawing of re- 
ceipts, donations of less than 500 solidi, affidavits and 
many other legal documents, while the most important 
deeds, the “acta,” were still to be written by a magistrate 
such as the governor of the province or the mayor of the 
“municipium” and then recorded verbatim in the city 
registers. 

The “tabelliones” were appointed by the city praefect 
on motion of other members of the profession. Upon 
their admission to practice they had to take an oath and 
receive a ring bearing the seal to be impressed on their 
deeds. During the sixth century A. D. in Rome they 
were grouped in a special guild or “schola.” 

The first emperor who reorganized their association 
giving it the possibility of further development according 
to social needs was Justinian. In his “Novellae,” which 
remained as a model to future legislators on this matter, 
we can trace a considerable piece of evidence of the rele- 


vant importance which this enlightened emperor attrib- 
3 
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uted to that category of practitioners. Beside the require- 
ments of a certain culture, of good moral character and 
of a full knowledge of the current legislation, a number 
of particular procedural duties was imposed on them. 
The “tabelliones” were in fact required “to be present at 
the execution of the legal instruments; unless this is done, 
such instruments shall not be considered complete.” * 
They could not refuse their services and no pretext of 
illness or of business engagement could justify their fail- 
ure to be present on such occasions, because “it is not 
proper for private business to prevent public officials 
from attending to matters of general importance” ;* how- 
ever, in case of serious impediment they could select a 
vicarius to substitute for them. 

The “tabellio” had also to ascertain personally and 
diligently the intention of the parties and its expression 
in the substance of the document, and he was bound after 
initiating the drawing of a deed to bring it to its comple- 
tion. This particular provision was closely connected 
with the fact that the contract was written in two stages: 
at first the “tabellio” on request of the parties would pre- 
pare a draft of the final deed and submit it to their appro- 
val, then, if they agreed on it, he would draw the final 
instrument, the latter phase being the “completio” of the 
contract. These two moments are evidenced by the for- 
mulation of the deed as it survived even through the 
Middle Ages, in that the notary would attest, either at 
the opening or at the end of the document, just before his 
signature: “Ego . . . rogatus, scripsi . . . complevi et 
dedi.” (Having been requested I outlined the deed, 
wrote the final instrument and delivered it to the parties.) 

The duties and functions of the “tabelliones” were 
those of public officials and in public, “in foro,” they had 
to practice drawing up the instruments in the presence 
of witnesses whose subscription had to appear in the text 


3 Justinian, Novellae 44.1.1. 
# Justinian, Novellae 44.1.4. 
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of the document together with the one of the “tabellio” 
and of the parties.° 

This double element of publicity and attestation im- 
pressed somehow the seal of public faith and trust on the 
deeds drawn by the “‘tabelliones.” In forgery trials the 
notary’s evidence given in court under oath was conclu- 
sive; when “a notary shall swear to the fact that he drew 
up the document, there will be no ground for a compari- 
son of handwritings.” ° 

The Roman legislator never made compulsory the as- 
sistance of the “tabellio” except when the will of a blind 
man was to be drawn, to protect the private interests in- 
volved. Justinian further emphasized the fact that the 
enjoyment of such public faith on the part of the “tabel- 
lio” was not a privilege connected with his belonging to 
a guild of writers, but rather that it was derived from 
his own individual qualification and behavior, so that 
if he became unworthy of holding office he should be 


deprived of it with no prejudice to the superintendent of 
the body of notaries “for the offences of notaries do not 
affect the rights of their official supervisors.” 


2. Langobardic Times (A. D. 508-774). 


When the Langobards invaded Italy and wiped out the 
Byzantine or Eastern Roman domination, they settled 
only in the northern and central part of the country with 
the consequence that its political and administrative unity 
was broken up for the first time since the Roman republic 
had established it. 

The public archives, which safeguarded in each city 
the conservation of the most important deeds, were de- 
stroyed or disappeared. 

Southern Italy, still unconquered by the new invaders, 


5 Justinian, Novellae 73.5.1. ‘Whenever public documents are concerned . . . 
it must be stated in writing before the completion of said documents . . . that 
they were executed in the presence of witnesses.” 

6 Justinian, Novellae 73.7.1. 

7 Justinian, Novellae 44.1.2. 





530 THE GEORGE WASHINGTON LAW REVIEW 


passed under the influence of the church and monastic 
centers—Cassino was one of them—supervised the draw- 
ing of contracts in the areas that the “scriniarii” or notar- 
ies of the Roman curia could not reach. The beautiful 
handwriting of the documents of those territories con- 
veyed to our times the evidence of their activity in this 
field. 

While fewer and fewer people were able to read and 
write, it would seem only natural that in the Langobardic 
territory the writers of deeds should have retained and 
even augmented the importance of their public position 
as custodians of a traditional culture unknown to the in- 
vaders. However, with the exception of a very small 
central area around the city of Ravenna, which was the 
former Byzantine capital, the name of “tabellio” seems 
to be lost in the Lombard part of Italy. We find instead 
in the documentation of this period a slowly emerging 
new class of private writers of deeds, called at first merely 
“scriptores” or “scribae,” writers, but later distinguished 
with the old Roman denomination of “notarii” then ap- 
plied both to the private writers of instruments and to the 
officials of the King. 

As early as the sixth century A. D., the Langobardic 
King Agilulf sent as his personal envoy to Constantinople 
“Stablicianus notarius regis,” notary of the King.* 

Notaries reached soon great prestige and formed a new 
class of dignitaries beside the churchmen, the warriors, 
and the judges. 

Through an accurate search of over two thousand 
Italian documents of Langobardic and Frankish times® 
the author found an increasing uniformity of types in the 
private documentation which proves beyond any doubt 
the existence of small groups of writers using formularies 
and following the teachings of older practitioners, even 
at the earlier age of the Langobardic domination. 


84 Pautt Diaconi, Historra LANGoBARDORUM 35 (1723-1751). 
® Public Archives of Milano, Italy, Diplomatic Museum, Private Acts. 
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The first example of the term “notarius” in private doc- 
uments belongs to late Langobardic times. It was re- 
vealed for the first time in a donation of A. D. 710,” 
and between that date and the end of the century it was 
discovered in only three other instruments respectively 
of Lombardy, Tuscany, and Piedmont.” In a document 
of Bergamo, Lombardy, dated A. D. 773, the writer refers 
to himself as “notarius publico,” ” but it is still a solitary 
case at that time. 

The style of the deeds appears monotonous with traces 
of a limited cultural background, but the steady ascent 
of notaries in self assurance and dignity is witnessed by 
the fact that beside their signature there are inserted some 
special marks, “signa nominis,” or symbols of the name, 
which are formed usually by twisting together the ini- 
tials of the notary’s name as means of identification and 
further warranty. This kind of countermark developed 
later into the medieval seal of the notary public, bearing 
his symbol and the indication of the jurisdiction of his 
practice. 

The Langobardic kings must have soon become aware 
of the increasing social importance of notaries as almost 
each one of them enacted some piece of legislation add- 
ing to their dignity and vesting with public faith only 
the instruments drawn by them. 

Rachis, in A. D. 746, issued an edict on notaries in 
which he ruled that they be required to have full knowl- 
edge of both Roman and Lombard laws. He also added 
that a deed drawn by one of them should bear conclusive 
evidence of the payment of the price agreed upon therein 
so that the validity of the written instrument could not 
be impaired even by oral evidence under oath.” 


10 SCHIAPARELLI, CopEX D1iPLoMATICUS LANGOBARDIAE No. 14 (1929). 
11 Jd. at Nos. 18, 23 and 44. 
12 Id. at No. 284. 


184 MoNUMENTA GERMANIAE Historica [hereinafter M.G.H.] Lrper Pa- 
PIENSIS, Rachis Cap. 4 (1835). 
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Historians tell us that during the latter part of the 
Langobardic domination in Italy the kings of that nation 
endeavored with great foresight to achieve a fusion of 
Roman and Lombard law. Liutprand, one of their most 
enlightened leaders, enacted in A. D. 727, a capitulary 
“de scribis,” on notaries, establishing in the field of do- 
mestic relations and patrimonial rights the equal standing 
of the two laws and giving to both his Germanic and his 
Italian subjects the power to stipulate according to the 
requirements of their own individual laws.” 

A most interesting trace of that same policy appears 
in the Lombard private documents of the time which 
show in their construction a clear Roman substratum 
properly adapted to the juridical concepts of the Lango- 
bardic people. We thus find the use of the “launechild” 
in the donation, of the “wadia” as a form of surety and 
the typical Germanic institute of the nuptial donation, 
the “morgengabe.” 

Such an intelligent work of adaptation goes beyond the 
normal contribution of a few individuals; these writers 
of documents gradually emerging into public life were 
connected with the existence, in the heart of the Lombard 
territory, of the legal school of Ticinum, now Pavia. 

The school of Pavia existed as a cultural center at the 
time of Theodoricus—end of the fifth century A. D.—but 
it reached a higher importance under the Langobards who 
made Pavia the capital of their reign. The school took 
over the licensing of notaries who enjoyed the prestige 
of having their training in a legal center annexed to the 
royal palace. It was then that the old term “notarius” 
was resumed in a much wider meaning implying also 
the officials who received and acknowledged the public 
deeds of the Barons, the laws drafted in the assembly, and 
who dealt even with important government tasks. 


14 NEUMAYER, ENTWICKELUNG DES INTERNATIONALEN PRIVAT- UND STRA- 
FRECHTS BIS Barto.us 80 (1910). 


154 M.G.H., supra, note 13, Liutprand Cap. 90. 
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3. Frankish and Pre-communal Times (circa A. D. 774- 
1000). 


The Langobardic documentation allowed an inference, 
but the Frankish legislation and history brought the cer- 
tainty that at that time notaries had acquired qualified 
public character and fully admitted dignity. 

At the end of the eighth century, Charlemagne defeated 
the last Langobardic king and established in Italy both 
his domination and his feudal system. 

Before the conquest of Italy, the Franks had no private 
writers of deeds; they knew only the public chancellors 
or “cancellarii.” King Dagobert in A. D. 630 had as- 
serted the official dignity of the chancellors by ruling that 
all deeds challenged as false be confirmed by the witnesses 
to the stipulation and by the chancellor who had drawn 
them or in the event of his death by the comparison with 
other deeds drafted by him, according to the Roman con- 
cept of collation. If the falsity could be proved, both 
chancellor and witnesses were subject to a heavy fine.” 

Charlemagne, the King who after the Langobards came 
closer to the understanding of Roman civilization, thor- 
oughly appreciated and respected the more advanced 
Lombard legislation on notaries and particularly its close 
relation to Roman law. His Tedonensen capitulary of 
A. D. 805 is in fact almost a reassertion of their rights 
and duties, where they appear as real professionals, earn- 
ing a fee for their services” although the conferring of 
the commission might have followed different procedures. 

At this time we find two groups of notaries practicing 
in the Italian territory, those appointed by the “missi” 
or administrative central officials of the Emperor, accord- 
ing to his directions throughout the countries of the Em- 
pire,* and on the other hand, notaries locally commis- 


16 TNTERSIMONE, IL NOTAIO NELLA STORIA E NELLA VITA 26 (1949). 
17 LEICHT, DIRITTO PRIVATO PRE-IRNERIANO 218 et seg. (1913). 
18 ProrFATT, OFFICE AND DutiEs oF Notaries Pustic 6 (1892). 
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sioned by each count or marquis and whose professional 
activity was limited to the territory of that country. 

The distinction was officially confirmed under Charle- 
magne’s successor, Lotarius, who became at the partition 
of the Empire the King of Italy. In A. D. 825 he reor- 
ganized the school of Pavia as first notarial school of his 
reign and conferred upon notaries a higher official dig- 
nity by requiring them to be “legibus eruditi” and “bonae 
opinionis,” learned in the law and of good character, and 
reestablishing Justinian’s rule that they should practice 
in public (Capit. 12). 

If public faith began to be one of the notaries’ attributes 
about the end of the Langobardic domination, the full 
acknowledgment of such privilege was only accomplished 
under the Franks, about the time of Lotarius’ edict. This 
is the conclusion reached by further search of the Frank- 
ish documentation. 

The author examined for this period the three most 
typical deeds among the medieval ones, the deed of dona- 
tion, the deed of sale, and the deed of exchange, placing 
a particular importance on the subscriptions to the instru- 
ments. The subscription, in fact, is the only part of the 
deed where the personality of the writer appears, the text 
being a mere recital in objective form of the stipulation 
that had taken place between the parties. 

In a document of A. D. 824,” the author found for the 
first time that the writer qualifies himself as “notarius 
sacri palatii,” notary of the sacred palace, a title which 
will afterwards remain steadily applied to all duly estab- 
lished writers of deeds. No better proof could we have 
of the fact that the notary of the ninth century is definitely 
connected with the Frankish royal palace and school of 
Pavia. 

Another document, a similar donation of A. D. 882, 
points out a further increase in dignity with the addition 


1913 MoNUMENTA HistortaE Patriae [hereinafter M.H.P.], Copex Dirto- 
MATICUS LANGOBARDIAE No. 106 (1873). 
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of the title of judge, “notarius et judex sacri palatii,” * 
and is corroborated by almost identical rules enacted as 
to the requirements for admission to either office of notary, 
and of judge. 

On the other hand, in documents of the same period 
the author found scattered traces of different groups of 
writers who were not allowed to practice throughout Italy 
as the notaries of the sacred palace, and who signed their 
names as “notary of” and there followed the name of a 
city. They were not notaries licensed from the school of 
Pavia, but were merely locally commissioned and bound 
to practice within the city’s territory. Even their hand- 
writing bears the trace of a different training: the deeds 
drawn by a notary of the sacred palace appear written in 
beautiful characters, while those of local city notaries are 
of a most irregular handwriting and very difficult to de- 
cipher. 

How important was the function of the notary in 
Frankish times can only be realized if we remember that 
he stands in the center of a most intricate juridical world 
in which the lost concept of territorial law had been re- 
placed by the system of personal law according to birth. 
Hence, we find a coexistence and constant conflict of 
Roman, Langobardic, Frankish and Swabian laws and 
procedures. 

The great Langobard legislator, Liutprand, had al- 
ready endeavored to regulate such problems as the change 
of law of a woman upon marriage (Capit. 127), of a 
Langobard who entered priesthood (Capit. 153), of a 
slave freed by his master (Capit. 226), but these provi- 
sions failed to bring forth a substantial solution. It was 
Charlemagne who found a more radical means of meeting 
the question by requiring the parties to a contract to state 
in what law they were living before entering into the 
stipulation so that the rules of the individual laws could 


20 13 id. No. 312. 
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be properly followed to create a valid stipulation. “Lom- 
bardy was the country in which the principle of personal 
law struck its deepest roots,” * and the documentation of 
the time offers ample evidence of this complex situation. 

Stipulation and tradition which constituted the real 
spine of the contractual obligation are recorded in the 
instrument with the details of the procedure required by 
the individual laws of the contracting parties. The re- 
corder and moderator of the whole transaction was the 
notary public. His supervision of the stipulation and his 
completion of the deed were the only means of securing 
the validity of the executed contract, while any deed con- 
trary to the law was null and void and the notary was 
then liable for damages, if any. 

The greatest formulary of the school of Pavia, the 
Liber Papiensis with its appendix, the Chartularium 
Langobardicum, speaks of the normalizing influence of 
that important institution particularly in establishing the 
equal rights of Romans, Langobards and Franks; how- 
ever, a much wider trace of what the notaries were learn- 
ing in that school appears in the documents of Frankish 
times. 

Between the year A. D. 820 and the end of the century, 
the intelligent harmonizing work of the jurists of Pavia 
brings forth in the documentation a clear trend of regu- 
larization. The witnesses to the execution of the deeds 
were gradually required to be of the same law as the party 
who began the whole transaction, according to the typical- 
ly Germanic concept, new to Italy, that the stirps is of 
such a unifying power within the nation that no man 
could validly engage himself in an obligation without 
its whole cooperation and support. A decree of Ludwig 
the Pious dated A. D. 818 formally prescribed under sanc- 
tion of voidness that requirement as to the witnesses. 

The most astounding innovation introduced by the 


21] PoLLocK AND MAITLAND, History oF ENnciisH Law 21 (1895). 
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notaries of Pavia was that they endeavored to apply the 
Germanic concepts to the Roman legal world in a daring 
attempt to blend the different laws into one legal system, 
and to equalize the local population and the invaders 
under the law of contracts. 

We find in the same donation of A. D. 824, the writer 
of which shows for the first time the qualification of a 
notary of the sacred palace,” the first example of a pro- 
fession of Roman law according to the new practice; 
and the use of the formula “proprietario nomine” (under 
title of full ownership), which expressed the purely 
Roman distinction between property and possession, be- 
tween title to the land and mere actual control not im- 
plying any title. A deed of sale of only two years later, 
A. D. 826,” offers also the evidence of the “proprietario 
nomine” clause to prove that this revival of Roman legal 
formulas ties in perfectly with the new dignity of the 
notarial school of Pavia and with its teachings deeply 
imbued with Roman law. 


4. Communal Times and the Renaissance (A. D. 1000- 
1600). 


In the course of time, through the first half of the 
eleventh century, the school of Pavia asserted itself as a 
school of Roman law, a forerunner of the University of 
Bologna and of its great teachers, Irnerius, Vacarius, Azo, 
and Accursius. In the school of Pavia, Lanfranc, the 
future great Counsellor of William the Conqueror, re- 
ceived his legal training and studied the Institutes.” 

That school was entrusted with the education of future 
notaries who received their commission only after passing 
the proper examination conducted under the supervision 
of the Count in charge of the Royal Palace, the “Comes 
Palatinus.” After A. D. 1228, a committee on admissions 


2213 M.H.P., supra, note 19, at No. 106. 
23 [bid., No. 107. 
24] PoLLocK AND MAITLAND, op. cit. supra note 21, at 77. 
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was nominated by the guild of notaries which had the 
final word on appointments, and kept jealously in its 
custody the register of the notarial seals of its members. 

The newly admitted notary had to take an oath that 
he would perpetrate no fraud, disclose no secrets entrusted 
to him, nor receive unlawful contracts; that he would be 
just and honest, keep his professional records, and defend 
the cause of the poor and of the hospitals. 

The notaries licensed by the school of Pavia were thus 
competent public officials whose trustworthiness and pres- 
tige rose so high that in their daily practice the contract- 
ing parties were soon satisfied of making the symbolical 
transfer of the deed on the preliminary draft of the in- 
strument, the so called “imbreviatura,” which the notary 
had drawn according to their request. He would later 
insert it in his own records and only in some cases the final 
instrument was actually drawn and completed. Conse- 
quently the notary’s scroll, by the middle of the twelfth 
century, had acquired the juridical value of a final deed. 
This explains why by that time the subscriptions of par- 
ties and witnesses disappeared from the document and the 
latter became an objective statement of the contractual 
stipulation signed only by the notary. 

The social position and influence of notaries in Lom- 
bardy must have been of key importance. This is indi- 
cated by the action of Emperor Frederick Barbarossa, 
who after defeating in battle the Milanese forces, in 
A. D. 1162, ordered not only the razing of towers and 
walls, but, in an effort to paralyze the business life of this 
great city, imposed the immediate removal from Milan 
of all notaries. 

Beside the notary of the sacred palace, the author found 
in the documentary subscriptions of the same period the 
qualification of apostolic and of ducal notaries whose ap- 
pointment and training was supervised respectively by 
the Bishops and by feudal Barons, the latter having re- 
ceived such privilege from the Emperor as a reward for 
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special services rendered to the Crown. Both these cate- 
gories of notaries had a limited territory of practice: the 
apostolic notaries within the diocese of the appointing 
prelate before whom they had taken their oath of office, 
the ducal notaries within the boundaries of the fief. Dur- 
ing the twelfth and thirteenth centuries the apostolic no- 
taries in Rome and in the Papal States of Central Italy 
were often persons of ecclesiastical dignity; their title 
of “scriniarii urbis” was connected with the prestige of 
their office. 

It was of great interest to the author to come upon the 
little known fact that Great Britain still has a notarial 
system which goes back exclusively to the apostolic no- 
taries. Before the Norman conquest the notaries in Eng- 
land were commissioned by the Pope through the hierar- 
chial channel of the Archbishop of Canterbury. After 
the establishing of the Church of England by Henry 
VIII, that Archbishop retained the privilege of appoint- 
ing notaries by means of his Courts of Faculties,” subject 
only to the King’s approval. ‘Technically, therefore, the 
modern British notary holds an office of ecclesiastical 
origin. 

The ducal notaries often lacked proper training and 
culture; their selection was based more on their loyalty 
to the lord than on specific professional qualifications; 
they were probably deserving of what Bartolus said in 
1300: “Imperitia notariorum destruit mundum” (the ig- 
norance of notaries destroys the world). 

With the Romanistic revival of the University of Bo- 
logna this city became the center of notarial schools of 
great fame. The teaching of notarial art began, in that 
university, in A. D. 1228, and continued without interrup- 
tion until Napoleon’s decree of the year 1800 by which 
he suppressed that course of studies in all universities with 
the exception of Pavia and Modena. 


25 1533, 25 Hen. VIII, c. 21. 
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The ancient formularies were renewed and revived by 
the lecturers of notarial art in Bologna. In the twelfth 
century the great Irnerius dictated a formulary for notar- 
ies, “Formularium tabellionum.” In the following cen- 
tury Ranieri wrote the “Ars notariae,” while his pupil 
Rolandinus de Passaggeri, a notary himself, and lecturer 
and consul in Bologna, made of the notarial profession a 
science and an art. In his books on notarial art, Ro- 
landino defined the notarial practice as including not only 
the drawing of contracts and wills, but also of judicial 
papers and public deeds of the Commune. 

A notary could, for instance, draw a confession of debt 
with a special clause authorized by the debtor which gave 
to the deed the same executive force, in the event of non- 
payment of the debt, as a final judgment on the matter.” 

In the reorganization of notarial art, the famous teach- 
ers of Bologna had in mind to make of the notary the 
channel for the introduction of the principles of Roman 
law into the social contemporary world. They blended 
together in their works and teachings the Roman law, the 
usage, the canon law, and the Italic laws of the precom- 
munal time, adding to the purely legal training a touch 
of formal beauty. 

Rolandino’s “Ars Notaria” includes a fourth section 
which bears the title of “Ars Dictandi,” the art of com- 
posing. In that section the author does away with the 
useless, archaic words and traditional formalism, and ad- 
vocates in the notarial writings a clear, simple, and con- 
cise style. A humanistic culture was soon added to the 
knowledge of the law in the requirements for admission 
to the notarial profession. The constitution of the people 
of Bologna, enacted in A. D. 1246, expressly prescribed 
that candidates for admission be subjected also to a double 
test of Latin and of vulgar composition. 

With this as a background it is easy to understand why 


26 SALVIOLI, STORIA DEL DIRITTO ITALIANO 570 (1930). 
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so many notaries in the thirteenth century were also men 
of letters as Pier delle Vigne who became chancellor of 
Emperor Frederick II and deserved the admiring men- 
tion of Dante.” Some of them achieved such literary 
success that they highly contributed to the founding of the 
Italian vulgar language. The most famous among them 
is Jacopo da Lentini, the Sicilian notary and poet. 

As to the legal training required for admission to prac- 
tice, a clear reference to it can be found in the Communal 
constitutions of several cities at a later period, namely in 
the fourteenth and fifteenth centuries. 

The first corporation of notaries in Italy was established 
in Bologna in A. D. 1174 and headed by a proconsul. It 
left records, as of A. D. 1304, concerning an examination 
for admission to practice, which requirement is also re- 
peated by the Constitution of the Roman Guild of notar- 
ies of A. D. 1446. In a later Constitution of Bologna of 
A. D. 1454, the first draft of which goes back to Rolan- 
dino, as some learned scholars have advanced,” it is speci- 
fied that a minimum of two years legal training was re- 
quired and had to be attested by the candidate’s sponsors. 
The constitution of notaries of the city of Piacenza in 
A. D. 1354 mentioned the further requirement of three 
years of attendance at the courses of a teacher of notarial 
art. The notarial corporation of Milan at that same time 
reduced to one the two years legal training requirement 
if the candidate had already had three years of study in 
a university. 

The courses for notaries were basically of a legal type, 
and the records of the University of Bologna as of A. D. 
1591, attest that prospective notaries were trained in the 
law of contracts during the first year, in the law of wills 
during the second, and in judicial decisions in the third. 

The examination of admission to practice was super- 
vised by special commissioners under oath chosen among 


27 Dante, Divina Commedia, Inferno, Canto XIII v. 31-108. 
28 Novati, GIOVINEZZA pi Cotuccio SALUTATI 48 n.1 (1888). 
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well established practitioners, or, as in Naples, among the 
jurists of the city. The examination fee would generally 
constitute the compensation to be divided among the ex- 
aminers but in some cities, as in Ferrara, each candidate 
had to give as further present to each examiner, a pair 
of chamois gloves and a woolen cap. The main written 
test consisted of the drawing of a contract while the oral 
one included grammar, spelling, Latin, and civil and 
canon law. 

The Milanese Guild of notaries in A. D. 1498, amend- 
ed its constitution to stress the requirement of a complete 
knowledge of civil and Roman law in new notaries. There 
were also a number of social and professional limitations 
as to individuals to be admitted to the notarial profession. 
Candidates, beside being residents of the city for a num- 
ber of years, had to be of a moral character beyond re- 
proach, could not be blind, deaf or bastards although le- 
gitimated, or come from such specific groups as women, 
manual laborers, Hebrews or heretics. No clergyman or 
lawyer could become a notary, the former because of his 
spiritual obligations, the latter because of his professional 
mental habit. 

All these limitations tended more and more to make of 
the notaries a highly esteemed class whose interests and 
privileges were protected by their strong guilds supervis- 
ing the decorum and the discipline of the profession. A 
notary, for instance, had the privilege of hanging instead 
of being beheaded, if sentenced to death. His fees were 
established by his guild and proportioned to the nature 
and importance of the deed drawn, when previously he 
had been compensated by the line as an ordinary writer. 
No charges were made for services to the poor, as free 
legal and notarial aid has been and still is a well estab- 
lished tradition in Italy. 

The high public faith and trust conferred upon notaries 
explains the severe penalties inflicted upon them when 
they became involved in forgery or fraud. We have the 
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records of the famous trial of two notaries, Ser Pietro 
da Como and Ser Donato Zenani, who in A. D. 1409 
were found guilty of forgery in the city of Bologna. The 
former, who had been the instigator, was sentenced to a 
fine of 400 liras, or, at his option, the cutting off of his 
right hand, and the latter who had been the actual writer 
of the forged deed was burnt alive.” 

As to the possibilities that the notarial profession then 
offered, it is certain that at no other time had it reached 
greater splendor. In the little country-towns the practice 
was undoubtedly tied down to the limited local trade, and 
to the scarce conveyances of realty which was mostly 
owned by lords and by ecclesiastical institutions, or bur- 
dened with privileges in their favor. There the notary 
would often end up as an enslaved secretary of an ignorant 
Baron taking care of his boring correspondence, and ex- 
posed to the envy of the courtesans and the whims of his 
master. However, the larger cities like Milan, Florence, 
Pisa, Bologna, Naples, etc., which were important centres 
of the European trade with the far and middle East, 
offered much greater possibilities to the private practi- 
tioner not to mention the prestige of public services which 
notaries were often called upon to render. 

While in A. D. 1300 the notaries were more a combi- 
nation of scholars and businessmen, during the Renais- 
sance when Florence took away from Bologna the leader- 
_ship in Italian public life they became more famous as 
men of letters and politicians. Their speeches, their am- 
bassadorial correspondence, their high political influence 
are good evidence of a keen talent and a fine legal back- 
ground. In the fifteenth century we find that the Chan- 
cellor of the city of Florence was almost always a notary, 
and so were some of the other officials of diplomatic, 
juridical or political capacity. 

In the field of international trade and especially in the 


29 INTERSIMONE, op. cit. supra note 16, at 37. 
4 
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law merchant the function of the notary public acquired 
at this time an immense value because his official deeds 
were admitted anywhere as privileged instruments of evi- 
dence in commercial matters. When the proof of a stipu- 
lation was required abroad, merchants and ship masters 
found it of invaluable assistance to obtain a certified state- 
ment from the notary to show that such stipulation had 
taken place in his presence. 

Another important field of notarial practice was the 
protesting of foreign bills of exchange in the event of 
nonacceptance or of nonpayment and the handling of ship 
protests for mercantile matters. Nowadays in Great 
Britain these two legal services connected with the law 
merchant are still exclusively rendered by notaries as it 
is only the assistance of a notary that entitles the holder 
to recover and gives full value before the court to the 
notarial act as to the truthfulness of the facts certified 
therein. 

During these five centuries of Communal and Re- 
naissance history a need was felt for the revival of the 
Roman provisions and the reorganization in each city of 
special public depositories for notarial instruments, in 
order to prevent frauds or dispersion of precious pieces 
of evidence. Some cities then started keeping public 
records in which the notaries were obliged to insert their 
scrolls with a view to avoid either alterations or losses. 
A statute of Padua, prior to the eleventh century, pre- 
scribed that all papers of a deceased notary be delivered 
to the magistrate for proper custody within forty hours 
from his death. Siena adopted the same provision in 
A. D. 1389, Turin in A. D. 1450, and Crema in A. D. 
1484.° Public archives were then founded to keep the 
deeds drawn and recorded by retired or deceased notaries. 
The city of Bologna established her notarial archives in 
A. D. 1265, Lucca and Siena in A. D. 1389, Naples in the 


80 INTERSIMONE, op. cit. supra note 16, at 55. 
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fifteenth century, and Florence in A. D. 1518. From 
then on there has been all over Italy a system of public 
archives for the conservation of notarial instruments. 


5. From 1600 to the present time. 


The second half of the sixteenth century and the whole 
of the seventeenth, are commonly known in Italian history 
as the period of the Spanish domination because either 
directly or indirectly Spain ruled the country after the 
victories in Italy of Emperor Charles V. Arts, letters, 
and culture as the best means of expression of individual 
freedom were gradually limited if not totally eliminated 
by the rulers. The human mind, reduced thus to a deso- 
late aridity and deprived of any constructive interest, 
turned to a tragic worship of formalism, and tried to con- 
ceal under the shield of extravagances its real impoverish- 
ment. What Gongorism did in Spain, Euphuism in Eng- 
land, and “la préciosité” in France, Marinism accom- 
plished in Italian literature and was closely followed by 
the rest of cultural life. 

Even the notarial field was invaded by the use of ex- 
travagant handwritings, of intricate monograms and 
baroque forms. It soon became evident that the practi- 
tioners were lacking in good training and legal culture. 
The substance of the deed was no longer understood and 
all the importance was placed on its different clauses. A 
formulary issued by the Notarial Guild of Pavia in 1591 
is merely a collection of clauses in poor Latin which soon 
was replaced by a very archaic and heavy Italian almost 
unintelligible to laymen. 

Some notaries even misunderstood the importance of 
certain clauses, and with a view to save costly parchments 
and perhaps to imitate the Latin system of juridical ab- 
breviations, they abridged the text of the deeds by men- 
tioning only the first word of a traditional clause followed 
by “etc.,” although the clause might have been a very im- 
portant renunciation of rights or declaration of intention. 
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This habit became so dangerously diffused that a Sicilian 
proverb of the time warns: “May God save us from 
doctors’ prescriptions, notaries’ etcetera, and usurers’ re- 
venges.”** Sicily was in fact the region where this usage 
seems to have lasted longer since it was abolished by law 
only in 1819, removing thus a great possibility of fraud. 

Ignorance and fraud must have also crept among the 
Milanese notaries since the records of that Notarial Guild 
bear evidence that between 1581 and 1609 seven notaries 
were tried and found guilty of forgery, the highest num- 
ber in the history of the profession in Milan. Such cor- 
ruption aroused public opinion against notaries, and while 
we do not find any constructive law on notaries under the 
Spanish domination, there are large traces of satire and 
contempt cast on that profession during this period and 
during the eighteenth century in which Austria took the 
place of Spain in ruling over Italy. 

About the end of that century, however, two of the 
little free states did pass some good laws on notaries. King 
Charles Emmanuel III of Piedmont in 1770 and Grand 
Duke Leopold of Tuscany in 1779, both being enlight- 
ened rulers, anticipated in their legislation many reforms 
that the French revolution brought forth later through 
bloodshed. 

In France the change had to be more drastic, since the 
office of notary public had been a hereditary dignity be- 
fore the revolution.” Hence the first revolutionary step 
abolished the titles of royal, apostolic and ducal notaries, 
and limited to a lifetime the tenure of the notarial pro- 
fession. 

In 1803 the most important piece of legislation was 
enacted, on the 25th of Ventose in the year 11,” defining 

31 INTERSIMONE, Op. cit. supra note 16, at 167. This proverb is quoted in 
Sicilian dialect, and the original runs as follows: “Diu nni scanzi di ricetti di 
medici, di eccetera di nutaru e di vinnitta d’usuraru.” 

82 PRoFFATT, op. cit. supra note 18, at 28n.3. 

38 The Provisional Government of the French Revolutionary period adopted a 


new calendar, which began in the year 1792, and which also changed the official 
names of the month. Thus March 1803 became Ventose of the year 11. 
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powers, duties and jurisdiction of notaries and setting a 
standard model to all modern notarial laws on the Euro- 
pean continent. The notary emerges from this reform 
as a public official appointed for life and not removable 
from his jurisdiction without his consent. His activity 
has the character of auxiliary to the judiciary in that it 
eliminates possible litigation by drawing trustworthy con- 
tracts and assuring their authenticity for future evidence.” 


II 
THE NOTARY PUBLIC UNDER THE PRESENT LAW OF ITALY 


At the unification of Italy in 1861, the legislator found 
himself confronted with the problem of the coexistence 
within the country of ten different notarial laws all based 
on Roman law, Canon law and legal custom and all in- 
fluenced by the French law on notaries of 1803, but still 
separated by considerable discrepancies. 

The first step toward a unification was accomplished 
with the law of July 25, 1875 which soon proved inade- 
quate notwithstanding the amendments of May 25, 1879. 

The latest complete piece of legislation covering the 
qualification and duties of notaries public in Italy is 
Public Law No. 89 of February 16, 1913 with its amend- 
ments and supplementary provisions.” This law has 
greatly added to the prestige of the notary not only by 


34France: Art. 1 of the law of Ventose 25, 11, (1803), reads as follows: “Les 
notaires sont les fonctionnaires publics établis pour recevoir tous les actes et 
contrats aux quels les parties doivent ou veulent faire donner le caractére 
d’authenticité attaché aux actes de l’autorité publique, et pour en assurer la 
date, en conserver le dépot, en délivrer des grosses et expéditions.” 

35 Italy: Law of Sept. 10, 1914, [1914] Recotamento 1326; Law of July 
26, 1917, [1917] Decreto LUOGOTENENZIALE [hereinafter D.Lt.] 1239; Law of 
April 21, 1918, [1918] D.Lt. 629; Law of April 7, 1921, [1921] Lecce 349; Law 

of Dec. 31, 1923, [1923] Recio Decreto [hereinafter R. D.] 3138; Law of Oct. 
23, 1924, [1924] R.D. 1737; Law of Aug. 6, 1926, [1926] Lecce 1365; Law of 
Nov. 14, 1926, [1926] R.D. 1953; Law of March 24, 1932, [1932] RD. 241; 
Law of Dec. 22, 1932, [1932] R.D. 1728; Law of Jan. 22, 1934, [1934] LEGGE 
64; Law of July 14, 1937, [1937] Recio DEcreTo Lecce [hereinafter R.D.L.] 
1666 ; Law of Dec. 30, 1937, [1937] Lecce 2358; Law of Jan. 21, 1943, [1943] 
Lecce 102; Law.of June 17, 1943, [1943] Lecce 641; Law of Dec. 8, 1944, 
[1944] Decreto Lecce LuocoreNENZIALE [hereinafter D.L.Lt.] 428; Law of 
Jan. 24, 1947, [1947] Decrero Lecce Provvisiort [hereinafter D.L.P.] 33; 
Law of April 26, 1947, [1947] Decrero Lecce Caro ProvvisiorI DELLO Srato 
[hereinafter D.L.C.P.S.] 498. 
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requiring, instead of two years of legal studies as formerly 
prescribed, a full four year course of law school conferr- 
ing the degree of Doctor of Jurisprudence, and a compet- 
itive examination to secure the commission, but even more 
by reasserting the juridical figure of the notary as a free 
professional person who partakes of the dignity of a pub- 
lic official. 

By submitting himself to certain formal requirements 
connected with the exclusive functions which the govern- 
ment entrusts to him, the notary public receives from the 
latter the delegated power of certifying and notarizing 
documents. As evidence of this public power he has the 
right and duty to begin all his deeds with the formula, 
“Tn the name of the Law” which is the same one used by 
the courts as a heading for their orders and judgments. 

Article 1 of the Law of 1913 defines the notary as fol- 
lows: 

Notaries are public officials created for the purpose of re- 
ceiving acts inter vivos and of last will, conferring upon those 
acts public faith, keeping them in deposit and issuing true copies, 
official certificates or abstracts of the same.** 

He is also empowered by the same law to receive affi- 
davits in matters of civil and commercial importance, and 
protests of negotiable papers; to draw charters of newly 
established corporations or partnership agreements; to 
receive declarations of renunciation or acceptance of in- 
heritances with the clause of previous inventory, as re- 
quired by law in the case of minor heirs or other persons 
under guardianship; to put or remove seals, make inven- 
tories and auctions in cases of bankruptcy; and to pro- 
vide for judicial divisions of estates, under special delega- 
tion by the judiciary. 

In Italy, therefore, the minor part of notarial duties 
is the acknowledging of private deeds by notarizing the 
signatures of the parties in the presence of witnesses. The 


36 See Italy: Copice Civme arts. 163, 484, 519, 601, 603-608, 620-623, 2658, 
2671, 2699-2703 (1942). 
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main function of the notary is the creation of the “atto 
pubblico,” or public deed, also called, after the French 
term, “atto autentico.” 

The Italian law classifies as a legal act the manifesta- 
tion of a will tending to an end which is protected and 
ratified by the juridical order. When such legal act is 
performed by someone vested with a public office, that act 
is called a public act. Article 2699 of the Civil Code de- 
fines the public act as follows: 


The public act is the document drawn with the required for- 
malities by a notary or some other public official authorized to 
furnish it with public faith in the place where it was drawn. 

In the traditional meaning the public notarial act is a solemn 
statement subscribed to by the notary, in which he declares that 
a certain juridical contract or act was entered into or performed 
in his presence, under circumstances of time and place ascertained 
by himself, and by means of which he receives and gives legal 
form to the will of the parties.*’ 


The identity of the parties must therefore be personally 
known to the notary as well as the identity, capacity and 


reliability of the witnesses. The parties must have stated 
to him with sufficient certainty the nature of the contract 
they are about to execute, as a preceding phase to the 
drawing of the instrument which gives final and complete 
juridical validity to their intention. 

Each act must have been completed in all its details 
personally by the notary at the moment of the subscription 
of the parties and witnesses, because it will stand from 
there on by itself as the whole and unique piece of evi- 
dence giving to any subsequent reader a precise and final 
account of the substance and nature of the contract and 
of the obligation arising therefrom. Hence, the public 
notarial deed is supported by a conclusive presumption 
of law regarding the absolute certainty of time, place, 
facts stated therein as having taken place before the no- 
tary and identity of the contracting parties. This pre- 
sumption cannot even be destroyed by the notary himself 


37 Intersimone, op. cit. supra note 16, at 73. 
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attesting its falsity; it can only be overturned by a com- 
plaint, prosecution, and conviction of forgery.* 

The notarial deed is also supported by a prima facie 
presumption of truth as to the legal capacity of the parties 
and the lawfulness of the contract. The notary, in fact, 
is bound to ascertain, under sanction of voidness of his 
instrument, that the deed is a verbalization of the parties’ 
intention, that the law was complied with throughout the 
transaction, and that the parties are legally capable, the 
latter item being the easiest of his duties which he can 
perform by merely checking the list of bankrupts and of 
individuals either declared incompetent by court order 
or sentenced to a penalty that by the Italian law brings 
with it interdiction. 

The notarial act together with the decisive oath and 
the judicial confession is also withdrawn from the sub- 
jective evaluation of the judge. Its privileged evidential 
value, however, is limited to the facts which took place 
at the time of its drawing and to the statements then made 
in the presence of the notary; * it does not include the le- 
gal standing and the truthfulness of the subject matter of 
those statements. Consequently, there is no hindrance 
from contesting such elements as a simulated contract, or 
lack of meeting of the minds, or the physical unsoundness 
of the declarant. While the notarial act as between the 
parties to it bears the same force and effect as a judgment, 
it has full evidential value erga omnes, as to all third par- 
ties, even outside of the country. 

Although some quasi-notarial acts or affidavits may be 
exceptionally drawn or received by a few public officials 
and magistrates such as mayors, town-clerks, or pretors, it 
appears obvious how the bulk of public documentation is 
entrusted to the notary. He is called to render an exclu- 
sive and priceless service to society, namely to assure the 
certitude of possessions and the stability of economic rela- 


38 Italy: Copice Crvize art. 2700 (1942), 
89 [bid, 
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tionships, hence the peace of mind of families. He is a 
moderating element who offers to the parties his serene 
appraisal of their interests applying the requirements of 
the law to the will of the individuals and harmonizing 
conflicting interests with a view to the future consequences 
of the act. Like a judge, he cannot have any personal in- 
terest in the agreement or draw deeds to which he would 
be a party, or which would be beneficial to his wife and 
relatives by blood or marriage in direct line in any degree, 
and in collateral line up to the third degree. As a profes- 
sional counsellor he is bound to absolute secrecy on his 
clients’ cases; he cannot be compelled to give evidence in 
court against the will of his client on matters which came 
to his knowledge by means of his office. Unlike a judge, 
however, the results of his proceedings acquire full force 
as soon as the instrument is drawn and recorded. Unlike 
the attorney, he does not protect the interests of his client 
alone, but he aims to the good of both parties to the con- 
tract. 

The notary public is a kind of popular magistrate representing 
the participation of society to the drawing of the act by the pres- 
ence of an official vested with a public character which makes 
him apt to ascertain the truthfulness of the transaction and the 
date of its drawing and apt to become the most credible witness 
as the certifier himself. . . . Rather than a practitioner of a 
liberal profession, the Italian legislator, like the French one, has 
made of the notary a public official, a deputy of the certifying 
power that resides in the Government. The notary is the special 
delegate of the Government to render forceful and valid all acts 
and contracts on which the parties are required to confer the 


character of authenticity that is proper of acts of the public 
authority.*° 


Thus in his legal counselling the notary has the freedom 
of a professional man of law, who is required to be of 
good character and properly trained, but in his notarial 


” 


practice of “public documentator,” as Professor Carnel- 
utti calls him,* he is limited by several boundaries that 


40 Report on the Draft of the First Notarial Law presented to the Italian 
Senate by Minister De Falco, the Secretary of Justice, on March 23 


412 CARNELUTTI, LEZIONI DI DIRITTO PROCESSUALE CIVILE 531 ( 1939). 
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the government places around him. His office is incom- 
patible with government employment as well as with the 
professions of banker, attorney, broker, tax-collector, mer- 
chant, and with the office of minister of any religion. 

He is also required by Article 26 of the Organic Law 
on Notaries of 1913 to reside in the territory of his prac- 
tice from which he cannot absent himself for over five 
days per month if he is the only notary in that jurisdiction 
without securing permission from the President of the 
Board of Notaries and in some cases from the Justice De- 
partment. 

The pride and joy of notaries are their two “repertorii” 
or official registers numbered and signed in each sheet by 
the pretor of that jurisdiction as prescribed by law. One 
register is for the recording of deeds inter vivos, as soon 
as they are signed and executed, the other for recording 
wills, after opened and published. These registers re- 
main in the hands of the notary for life, and only upon re- 
tirement or death are they transferred, together with the 
notarial seal, to the custody of the Public Notarial Arch- 
ives under the direct control of the Justice Department. 

Twice a year the notary is required to produce the reg- 
ister of deeds inter vivos to the Registrar of the Bureau of 
Internal Revenues for official inspection. The notary is 
personally liable to that branch of the government for 
the payment of all taxes arising from the stipulations and 
contracts executed before him. Therefore, while the no- 
tary is obliged to render his services to anyone upon re- 
quest, he can only be excused from doing so if the parties 
refuse to anticipate the amount of taxes involved in the 
transaction plus his expenses and fee. Failure of the par- 
ties to reimburse him will not justify him from liability 
for the tax to the Bureau of Internal Revenues. 

In the event of transfers of realty, he is bound to make 


proper investigation at the Land Survey office in order to 


42 Italy: Law of Feb. 16, 1913, [1913] Lecce 89, Art. 64. 
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ascertain whether the seller has full title and whether the 
real estate is free from encumbrances. 

Article 2671 of the Civil Code also provides that any 
notary who has drawn or authenticated a public act con- 
cerning realty, and thus subject by law to being recorded 
in the Public Registers of Real Property, shall take care 
that such recording be made within the shortest time pos- 
sible and that, beside the payment of the fine provided 
by special laws, he will be personally liable for damages 
caused by the delay if he defers the recording over thirty 
days from the execution or the authentication of the deed. 

The notary has a legal right to his fees which are estab- 
lished by the Board of Notaries according to provisions of 
law.** Consequently, as a public official he is subject to 
criminal liability if he acted with fraud, malice, or if he 
was guilty of serious omission and negligence; but as a 
private professional man he is also subject to a contractual 
liability towards the stipulating parties who have hired 
his services.** If the deed is void or the copy issued is ir- 
regular for reasons imputable to him, the parties are en- 
titled to the reimbursement of the fee anticipated, and the 
compensation of all damages deriving from the voidness 
or irregularity of the document. The notary is required 
to use towards his clients the same degree of care which is 
implied in any form of mandatum, the care that the Ital- 
ian law defines as the ordinary diligence of the good pater- 
familias. The notary may, however, be held liable even 
for slight negligence if his client specially requested him 
to use extraordinary care and gave him a particular com- 
pensation for that purpose. 

The legal requirements for receiving the notarial com- 
mission contemplate the eventual liability of the notary 
to his clients. The prospective notary must be 21, and not 


43 Italy: Law of May 27, 1923, [1923] R.D. 1324; Law of Dec. 18, 1927, 
[1927] Lecce 2384; Law of July 3, 1930, [1930] Lecce 975; Law of May 4, 
1931, [1931] Lecce 521; Law of Dec. 17, 1931, [1931] Lecce 1640; Law of 
June 7, 1937, [1937] Lecce 865; Law of March 23, 1940, [1940] Lecce 255. 

4¢Italy: Sanguigno v. La Rocca, Supreme Court of Cassation No. 417, 
April 11, 1946, 1 Foro Italiano 697 (1946). 
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over 50 years old, an Italian citizen, of good character 
and behavior, in possession of a degree of Doctor of Juris- 
prudence supplemented by at least two years practice 
under the supervision of a senior notary; and he must also 
be ready, willing, and able to give bond within ninety 
days from the date of notation of his appointment in the 
public records. The bond is proportioned to the legal pop- 
ulation residing within his future jurisdiction of practice. 

Article 5 of Public Law No. 89 of Feb. 18, 1913, added 
one further limitation to the admission of new practition- 
ers into the “numerous clauses” of the notarial profession 
by means of a public competitive examination offered 
every year to all citizens who meet the requirements men- 
tioned above. The upper group of successful candidates 
will cover a limited number of openings which became 
available during the previous year because of death, re- 
tirement, or removal from office of members of the pro- 
fession. The successful candidates in the lower bracket 
are allowed to practice as assistants to a regular notary, 
the final professional liability of their acts resting, how- 
ever, with the established member of the profession. These 
assistant-notaries will have priority and a title of prefer- 
ence to their credit if successful in the following examina- 
tion. 

A newly appointed notary after giving bond is called 
to take his oath in court, receive his official seal from the 
executive council of the Board of Notaries and deposit his 
signature in the rolls of notaries kept by that board. He 
shall then be permitted to open his office in a particular 
building chosen for him by the board and to practice not 
in the whole country, but within his territorial jurisdic- 
tion that is similar and often parallel to the local court’s 
jurisdiction. The notary’s commission is for life on good 
behavior, and, like a judge, he cannot be removed or 
transferred without his consent. The notary may be ex- 
ceptionally called to act as provisional public prosecutor 
or as an expert in the collation of signatures. 
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Control is exercised over the notary by the Board of 
Notaries or “Collegio Notarile” which is the direct off- 
spring of the Disciplinary Chambers of Notaries estab- 
lished by Napoleon upon abolishing the corporations or 
guilds of notaries which had survived from Medieval 
times. The boards of notaries in Italy are supervised by 
the secretary of justice in Rome for all matters of behavior 
and general advice; they are in charge of the revision 
every ten years of the number of notaries practicing in 
each jurisdiction in proportion to the population of that 
same territory. 

The Justice Department also holds inspections on no- 
taries through the prosecutor’s office of the local court of 
appeals. Notaries can be subject to lighter penalties for 
failing in their duties, such as admonition and reprimand 
from the executive council of the board; but in the event 
of more serious violations, all heavier penalties, such as 
fines, suspension, and, destitution are solely within the 
province of the court and of the Justice Department. 

Destitution is always connected with the criminal con- 
viction of a notary who, pending trial, can be deprived 
of office for an unlimited period of time. 

Interdiction or suspension from practice for the max- 
imum of one year is the temporary provision adopted in 
the case of a notary who is unable to fulfill his duties on 
account of mental weakness or temporary illness. 

Removal from office is the proceeding that the board 
selects for a notary who places himself in a condition of 
incompatibility with his profession, either accepting a 
governmental position, or entering into business; but it 
provides the possibility of being readmitted to profession- 
al practice as soon as the incompatible condition has 
ceased. If, however, the condition becomes permanent 
or the notary submits his resignation for reasons of fail- 
ing health or of old age, when over 75 years, he is then sub- 
ject to retirement. In this case his registers and papers 
are transferred to the custody of the Public Notarial 
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Archives reestablished in all the most important cities in 
1879, after the unification of Italy, under the control of 
and subsidized by the Justice Department.“ 


RECENT AND CURRENT LEGISLATION ON NOTARIAL 
PRACTICE 


During the past ten years, there has been hardly any 
change worthy of notice in the status of the Italian notary 
public. The entire bulk of the legislation on notaries at 
the end of World War II and immediately after appears 
to be of a purely contingent nature, such as the trouble- 
some times required. 

Laws were passed in the territories first restored to the 
Italian administration for the protection of notaries de- 
prived of their notarial seats of practice by enemy occu- 
pation, or through political or racial persecution by the 
former fascist regime. Such laws, during the state of 
emergency, removed age limits for practice, provided 
for temporary transfer to other seats in the liberated areas 
with authority to maintain notarial practice there until 
six months after cessation of the state of war, increased 
notarial fees to a level closer to reality, and did away with 
some formal requirements for proof of death in testamen- 
tary proceedings.“ 

When the new Italian Republic was established in 
1946, the legislator found still a number of administrative 
and financial problems to be solved in the notarial field. 
The rules on competitive examinations for admission to 
practice were then reviewed and amended for the imme- 
diate postwar period to give a preferential treatment to 
disabled veterans, former prisoners of war, and citizens 

45 For legislation on Public Notarial Archives see Italy: Law of April 22, 
1915, [1915] R.D. 599; Law of Dec. 31, 1923, [1923] R.D. 3138; Law of 
March 18, 1926, [1926] Lecce 562; Law of Dec. 12, 1926, [1926] R.D. 2143; 
Law of July 14, 1937, [1937] R.D.L. 1666; Laws of Oct 27, 1937, [1937] R.D. 


1875-1876; Law of April 5, 1950, [1950] Lecce 266. 

46 Italy: Law of May 19, 1944, [1944] R.D.L. 144; Law of May 25, 1944, 
[1944] R.D.L. 145; Law of Oct. 26, 1944, [1944] D.Lt. 364; Law of Dec. 8, 
1944, [1944] D.Lt. ‘428 ; Law of Dec. 28, 1944, [1944] D.Lt. 432; Law of Aug. 
21, 1945, [1945] D.Lt. ’570. 
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either excluded from the profession by the former regime 
for political or racial reasons, or prevented by the war 
condition from taking previous examinations and being 
assigned a notarial seat.“ 

A need was also felt for a better redistribution of no- 
tarial seats throughout the country in proportion to the 
recent shifts or increases of population in the different 
towns and cities.“* The notarial boards underwent an ad- 
ministrative reorganization by virtue of Public Law No. 
577 of August 3, 1949 which established a National Coun- 
cil of the Notariate for the supervision and protection of 
the interests of the profession, mainly with regard to old 
age and survivorship pensions. 

From a financial viewpoint the increase of notarial fees 
enacted in 1944 soon proved insufficient and outdated, and 
was duly replaced by a new tariff outlined by Decreto 
Legislativo No. 528 of April 9, 1948. This Act brought 
into existence such current notarial fees as a maximum of 
800 lire (approximately $1.28) for the complete drafting 
and notarizing of a general power of attorney, 300 lire 
(approximately 46c) per hour for the preparation of 
deeds so compensated by provision of law, and 1,000 lire 
(about $1.60) for certified copies of documents previously 
drawn and recorded by the same notary. From the na- 
ture of these provisions and their constant reference to 
the Act of February 16, 1913—the Notarial Law, as it is 
commonly known—it is obvious that no substantial change 
since the passing of that Act has affected either the func- 
tions or the character of the notary public in Italy. 

Through the storms of war and along the path of cen- 
turies the notary has always maintained his position of 
trust and prestige. Over and over again large sums of 
money, precious documents, and certificates of stocks and 


47 Italy: Law of Nov. 1, 1946, [1946] D.L. 397; Laws of Dec. 4, 1946, [1946] 
D.L.C.P.S. 439-440; Law of March 3, 1947, [1947] D.L.C.P.S. 400; Law of 
Jan. 29, 1950, [1950] Decreto del Presidente della Republica 231; Law of June 3, 
1950, [1950] Lecce 375; Law of Jan. 3, 1951, [1951] Lecce 4. 


48 Italy: Law of March 6, 1948, [1948] D.L. 518. 
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bonds have been secretly entrusted to his care for some 
special purpose to be carried out by him at a later date. 
He has always been and still is the man beyond suspi- 
cion,* who is the friend of all, particularly in little com- 
munities, and like the doctor and the priest, is the adviser 
of everyone, specially of the small people. 


49 Vatican City: Copex Juris Canonict 1373(4) (1947). “Notaries must be 
known for their integrity and must be beyond all suspicion.” 





REPORTS ON CONTROL AGENCIES BY THE 
COMMITTEE ON EMERGENCY CONTROL 
AGENCIES, ADMINISTRATIVE LAW 
SECTION, BAR ASSOCIATION OF 
THE DISTRICT OF COLUMBIA 


GENERAL INTRODUCTION 


This is an experiment. 

The Committee on Emergency Control Agencies,* set 
up last fall to report on the procedures before the various 
emergency control agencies, and to recommend improve- 
ments in those procedures, has prepared several agency 
reports. Each consists of a brief narrative, accompanied 
by a chart analysis. 

The reports are not designed to be baedekers to the re- 
spective agencies. They seek, however, to do two things: 
first, be of practical value in giving members of the Bar 
an understanding of the basic procedures available in and 
around each agency, and second, by matching these pro- 
cedures against the minimum standards of desirable pro- 
cedure, as exemplified in the Administrative Procedure 
Act, indicate where improvement may be in order. The 
reports appearing in this issue were completed on March 
22d and deal with wage, salary, price and export controls. 
Reports on certain other functions and agencies will ap- 
pear in a subsequent issue. In preparing them, Commit- 
tee members worked closely with officials of the respective 
agencies and received their thoughtful and helpful co- 
operation. 

No rigid uniformity was attempted in the reports, but 
a sufficient similarity of approach was sought to furnish a 
basis of comparison. It is, for example, interesting to 
compare the procedures for wage control with those for 

* Members are: Hans A. Klagsbrunn, Chairman; Philip W. Amram; Her- 


man C. Biegel; Thomas M. Cooley, II; George E. George; John S. Nolan; 
W. Crosby Roper, Jr. and Dwight D. Taylor. 


5 [ 559 ] 
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salary control, and to match compensation controls as a 
whole against the procedures of price control. Different 
fields inevitably call for different techniques, but at times 
one agency will have overcome procedural problems with 
which another is still wrestling. Aside from differences 
in basic procedures there are variations in accessibility of 
agency personnel, availability of essential facts, extent of 
self-administration, application of severe penalties, etc. 

Conversely, certain common themes are suggested by 
the reports. Judicial review, for example, raises interest- 
ing questions. Much agency action should, and under the 
Administrative Procedure Act, if applicable, would be 
free of judicial review under the agency discretion ex- 
emption. In most instances, even if judicial review were 
available it would be an illusory remedy, since the time 
when the applicant needs relief would have passed and 
the issue become moot long before review could be ob- 
tained. It is inherent in an emergency agency that it must 
act fast, yet the basic objectives of the Administrative 
Procedure Act do not have to be abandoned, and tailor- 
made provisions for prompt administrative and judicial 
review of certain emergency actions can be provided. 

Periodic re-examination of regulations, with particular 
emphasis on procedural aspects, is another such theme. 
Advance consultation with the Bar and other persons af- 
fected is often impractical. In such cases, however, there 
would be much benefit in a review of regulations, on a 
basis that would afford all interested persons an oppor- 
tunity to be heard and to comment on the regulations and 
any proposed modifications. Such periodic revisions in 
all cases, after public notice and hearing, would obviate 
much current criticism, would make continual improve- 
ment possible, and would breed greater confidence in the 
regulations and their administration. 

If the reports help direct thoughts into such channels 
and furnish a starting point for mutual exploration be- 
tween the agencies and the Bar, looking toward better 





REPORTS ON CONTROL AGENCIES 561 


understanding and continual improvement of the ways 
and means of achieving effective action, speed, fair play 
and public confidence in the administration of emergency 
control agencies, the experiment will have been a useful 
one. 


I 


REPORT ON WAGE STABILIZATION BOARD AND 
SALARY STABILIZATION BOARD 


A 


Establishment and Objectives of Wage and Salary 
Stabilization Boards 


Pursuant to the provisions of Title IV of the Defense 
Production Act of 1950, the President created the Eco- 
nomic Stabilization Agency (ESA) to exercise the pow- 
ers with respect to price control and stabilization of com- 
pensation which were conferred upon the President by 
Title IV (Exec. Order No. 10161, 3 CopE FeEp. REGs. 
123 (Supp. 1950), as amended, 16 Feb. Rec. 61 (1951); 
Exec. Order No. 10233, 16 Feb. Rec. 3503 (1951); Exec. 
Order No. 10281, 16 Feb. Rec. 8789 (1951) ). The Wage 
Stabilization Board (WSB) is the agency of ESA to 
which the Administrator has delegated the functions re- 
lating to stabilization of wages, salaries and other com- 
pensation of all employees except those subject to the 
Railway Labor Act* and those employed in bona fide 
executive, administrative and outside salesmen activities, 
not represented by recognized or certified labor organiza- 
tions. Stabilization of compensation payable to this lat- 
ter group was delegated to the Salary Stabilization Board 
(SSB) and the Office of Salary Stabilization (OSS) 
(ESA Gen. Order No. 8, 16 FED. REG. 9828, 13015 
(1951). 

1ESA Gen. Order No. 3. ESA Gen. Order No. 7 established a Railroad 
and Airline Wage Board consisting of three members to carry out wage and 
salary stabilization with respect to employees subject to the Railway Labor Act. 
See Defense Production Act, § 403. 


2 All driver salesmen have been placed under WSB jurisdiction. See WSB 
Resolution No. 77. 
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B 
General Activities of WSB and SSB 


The manner in which the WSB and the SSB operate 
stems directly from General Wage Stabilization Regula- 
tion | of January 26, 1951, which made it unlawful for 
any employer to pay and any employee to receive wages, 
salaries and other compensation at a rate in excess of the 
rate in effect on January 25, 1951, without the prior ap- 
proval or authorization of the WSB (or SSB). The 
essential function of both agencies is to establish and ad- 
minister a wage and salary stabilization policy with this 
basic regulation as a starting point. They do so through: 

(a) Issuance of regulations, resolutions and policy 
statements authorizing certain types of increases in com- 
pensation without further action by the agencies, either 
with or without the filing of reports, and establishing 
criteria in accordance with which the agencies will ap- 
prove compensation increases upon individual applica- 
tion. 

(b) Interpretation of the regulations and approval 
upon individual application of increases in compensation 
permitted by policies as set forth in the regulations, policy 
resolutions or statements and decisions of the agencies. 

(c) Investigation of compliance with the regulations 
and institution of compliance and enforcement proceed- 
ings directed at preventing or penalizing violations of the 
regulations. 

C 


Organization of WSB 


The WSB is a tripartite Board of 18 members (with 
alternates), six members representing each of the groups 
of industry, labor and the public. A public member acts 
as Chairman and in addition is responsible for all admin- 
istrative functions (Exec. Order No. 10233, 16 Feb. REG. 
3503 (1951)). The Board has established a tripartite Re- 
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view and Appeals Committee to review cases which can 
be handled under established policies of the Board and 
recommend disposition, and to handle appeals from Re- 
gional Boards and other Board agencies (General Wage 
Procedural Regulation (GWPR) §§ 2.1(e) (1), 4.5, 16 
FeD. Rec. 10018 (1951); WSB Release Nos. 25 and 
109); a tripartite Construction Industry Stabilization 
Commission to handle construction industry problems 
(GWR 12, 16 Feb. Rec. 6640 (1951)) and tripartite 
committees of the National and Regional Boards to han- 
dle stabilization problems of agricultural labor (GWR 
11, 16 Fep. Rec. 4938, WSB Res. 37, 16 FED. REG. 8954 
(1951), 17 Fep. Rec. 22 (1952)). There is also a Na- 
tional Enforcement Commission of public members 
which is the instrumentality created to hear and deter- 
mine enforcement proceedings (GWPR §§2.1(e) (3), 
5.6-5.8). 

The staff of the Board’s Washington office is directly 
under an Executive Director and includes an Office of 
Economic Analysis, an Office of Case Analysis, an Office 
of Chief Counsel and an Office of Information. The 
Office of Case Analysis has a separate group assigned for 
public liaison to which inquiries with respect to pending 
cases are normally directed. 

The Board has established 14 Regional Boards, each 
consisting of 12 members (with alternates), equally di- 
vided among representatives of industry, labor and the 
public. A public member is Chairman of each Regional 
Board and acts as Regional Director with responsibility 
for all administrative matters. There are Regional En- 
forcement Commissions of three public members for each 
region (GWPR § 2.2). 

The Board has also made arrangements with the De- 
partment of Labor whereby field offices of the Wage and 
Hour Division act as agents for the Board in connection 
with wage stabilization matters. Employees in these 
field offices are available to give advice and assistance, 
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and reports, requests for interpretations and applications 
for wage adjustments are in most cases filed with the 
Wage and Hour Office in the area where the question 
arises. The Wage and Hour Offices are authorized to 
issue binding interpretation of Regulations, subject to 
review of Regional Counsel (GWPR §§ 4.2-4). 


D 
Administrative Procedures of WSB 


Attached to this report is a chart outlining briefly the 
procedures of the WSB in connection with promulga- 
tion, administration and enforcement of wage stabiliza- 
tion regulations. 


E 
Organization of SSB and OSS 


The SSB consists of five public members, one of whom 
is designated the Chairman and another the Vice-Chair- 
man. The latter is the only Board member who serves 
upon a full-time basis. —The Chairman, and in his absence 
the Vice-Chairman, is the head of OSS having responsi- 
bility for all administrative matters. Unlike the WSB, 
the SSB does not actually administer its regulations. It 
determines policies but OSS makes authoritative rulings 
upon requests for interpretations, disposes of application 
for adjustment of compensation and is responsible for 
enforcement of regulations (ESA Gen. Order No. 8, 16 
Feb. REG. 9828, 13015 (1951)). 

OSS has an Executive Director who is principal execu- 
tive officer under the Chairman and Vice-Chairman of 
SSB. There is a Review and Appeals Committee consist- 
ing of three members of the OSS staff designated by the 
Chairman of SSB. The staff includes an Office of Chief 
Counsel, an Office of Program and Policy, an Office of 
Case Analysis and an Industry Relations Staff which 
serves as point of contact between OSS and the public. 


aman wt OluektlCtelC DC OUlCO 
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OSS is now in process of establishing 14 Field Offices 
and has also completed arrangements with the Wage and 
Hour and Public Contracts Division of the Department 
of Labor whereby the staff of its field offices will provide 
general information and advice with respect to salary sta- 
bilization matters and will have available for the public 
copies of regulations, forms and releases. The Wage and 
Hour Offices have not, however, been authorized to issue 
binding interpretations on salary matters as they do on 
wage matters. 


F 


Administrative Procedures of SSB and OSS 


Attached to this report is a chart outlining briefly the 
procedures of the SSB and OSS in connection with pro- 
mulgation, administration and enforcement of salary sta- 
bilization regulations. It should be noted, however, that 
the procedural regulations so far issued by SSB and OSS 
cover only filing and processing of applications for salary 


adjustment, and with respect to all other matters the out- 
line in the chart is based upon provisions of certain sub- 
stantive regulations, releases and announcements of the 
Board or the Executive Director of OSS, and information 
obtained from staff members. 


Recommendations 


There are listed below suggestions as to improvement 
in the procedures of WSB and SSB and OSS. 

In considering these suggestions and the criticisms 
which they may imply, it should be borne in mind that 
the agencies involved have been faced with an emergency 
situation requiring prompt action. Starting with almost 
no staff they were compelled simultaneously to establish 
a staff, determine their general policies and try to deal 
with an enormous volume of specific problems. Inevit- 
ably, desirable procedural safeguards have to some extent 
been sacrificed in the effort to deal in some workable way 
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with the immediate problems. With this initial period 
of extreme pressure ending, the time may now be ripe for 
procedural improvements. It should be remembered, 
however, recommendation of procedural improvements 
may imply approval of the increased staff needed to han- 
dle revised procedures and appropriation of funds to 
maintain the additional staff. 


1. Public Information 


SSB and OSS did not issue any procedural regulation 
until March, 1952, and that regulation covers only appli- 
cations for salary adjustments, leaving unprovided for 
substantial segments of the agencies’ activities. Compar- 
atively few official interpretations have been published, 
and OSS decisions on applications for adjustments are 
not announced publicly, even though many must be of 
general interest. The agencies should promptly issue 
procedural regulations covering the remainder of their 
activities, and should disseminate other essential public 
information on an adequate and current basis. 


2. Promulgation of General Regulations 


Increased use of the panel procedure now used to some 
extent in connection with promulgation of regulations 
seems desirable. Public hearings followed by a panel re- 
port with opportunity to comment on such report, and 
preferably on the proposed regulation, provide substan- 
tial and desirable safeguards. 

In this connection, most major policy problems of wage 
and salary stabilization are now covered by regulations. 
It would be desirable to undertake revision of the existing 
regulations with hearings upon notice and an opportunity 
for interested parties to present objections to existing reg- 
ulations and suggestions as to revision. Among other 
things, present overlapping of regulations so that a single 
pay practice may be affected by two or more inconsistent 
provisions might be minimized. Likewise the severity of 
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the penalties authorized by statute requires great care in 
the preparation of the regulations and of standards and 
procedures for the penalties themselves. 


3. Informal Procedures within the Agency 


In the case of both WSB and SSB it is quite difficult 
for parties having matters pending before the agency to 
confer with members of the working staff competent to 
advise upon difficult problems. It is the acknowledged 
policy of both agencies to discourage public contact with 
working staff members. The situation is undesirable 
from the point of view of both the agencies and those 
dealing with them. It cuts off a means of mutual educa- 
tion which is a very important part of successful admin- 
istration. The agencies should make it possible to dis- 
cuss substantial problems with members of the staff 
actually working upon problems of the character in- 
volved. 

It is recognized that a serious difficulty is the burden 
upon limited personnel of the time consumed in such 
conferences. The remedy should be a staff adequate to 
give full and fair consideration to the issues the agency 
decides. 


4. Formal Procedures—Written Rulings, Reports and 
Petitions 


The same problem of according the right to conference 
or hearing exists in connection with these formal proce- 
dures. The agencies should establish definite policies 
permitting conference or hearing in cases where substan- 
tial issues are involved and where such conference or 
hearing is requested. In addition, the agencies should in- 
clude in each ruling or decision an adequate statement of 
the basis, which will permit the persons affected to assess 
its soundness, perhaps remedy defects in the application, 
and understand the decision’s applicability in other situ- 
ations. 
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5. Review of Agency Action 


The Defense Production Act provides elaborate ma- 
chinery for judicial review of price controls but none for 
review of wage and salary controls. The ingenuity of 
individual lawyers may or may not suffice to obtain some 
form of court review. Some reasonable procedure should 
be established for court review of the validity of agency 
regulations, interpretations and decisions as to permitted 
increases in compensation, and decisions in enforcement 
cases. OPS experience indicates that such provisions 
should not lead to a flood of litigation. 


6. Availability of Information 


Some increases in compensation may be granted upon 
a showing that they are in accord with area or industry 
practice. Many employers, particularly those whose 
operations are on a comparatively small scale, face ob- 
vious difficulties when they seek to establish area or in- 
dustry practice. The agencies on the other hand fre- 
quently have readily available or are in a position to 
obtain the necessary information. The agencies should 
either make available to applicants information within 
the control of the agencies which is relevant to proposed 
applications, or should advise applicants of the type and 
amount of increases which would be regarded as within 
area or industry practice. The easy objection that the 
burden should be on an applicant to justify proposed in- 
creases is not persuasive when applied to the special prob- 
lems of stabilization. OPS finds it possible to provide 
substantial aid of the type under consideration to persons 
having similar problems under price regulations. 


7. Liaison between WSB and SSB and OSS 


Many applications for adjustment of compensation re- 
quire approval of both WSB and OSS. Although poli- 
cies are in most cases parallel, and action by both agen- 
cies should be coordinate, as a practical matter the appli- 
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cant often has to secure the coordination by himself pro- 
viding the necessary liaison between the two. Better con- 
tact between the agencies on similar applications should 
lighten the burden both on their staff and on the appli- 
cants. 
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REPORTS ON CONTROL AGENCIES 
II 


REPORT ON OFFICE OF PRICE STABILIZATION 
A 


Establishment and Objectives of 
Office of Price Stabilization 


Section 402(b) (1) of the Defense Production Act of 
1950 gives the President the power to control prices by 
issuing regulations or orders establishing ceilings on 
prices of materials and services to the extent that prices 
cannot be controlled by voluntary action. Early attempts 
to administer a program based on voluntary action did 
not succeed. Therefore, the compulsory program was 
put into effect. Section 403 of the Act provides that 
when it becomes necessary to administer controls gen- 
erally over a substantial portion of the national economy, 
such controls shall be administered through a new and 
independent agency created by the President for that 
purpose. Pursuant to this mandate, the President created 
the Economic Stabilization Agency (ESA) to exercise 
the powers with respect to price and wage control con- 
ferred on him by the Defense Production Act of 1950 
(Exec. Order No. 10161, 3 CoDE FED. Recs. 123 (Supp. 
1950), as amended, 16 FED. REG. 61 (1951)). 

The Office of Price Stabilization was then created by 
the Economic Stabilization Administrator as the agency 
within ESA to effect the stabilization of prices of mate- 
rials and services (ESA Gen. Order No. 2, 16 FED. REG. 
738 (1951)). It is headed by the Director of Price Sta- 
bilization. 

B 


General Activities of OPS 


The manner in which OPS operates generally is set 
forth in section 402(b) (1) of the Act: 


. . . [by issuing] regulations and orders establishing a ceiling 
or ceilings on the price, rental, commission, margin, rate, fee, 
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charge, or allowance paid or received on the sale or delivery, or 


the purchase or receipt, by or to any person, of any material or 
service +> 


The purpose of such action is to stabilize the cost of living 
and the cost of production. Price ceilings on goods and 
services represent a basic control technique in the effort 
to reduce the effects of inflation and preserve the value 
of the national currency. 

The technique used consisted of the issuance of a gen- 
eral regulation on January 26, 1951, freezing all prices 
at the highest price charged for that commodity or serv- 
ice during the period from December 19, 1950, to Janu- 
ary 25,1951. This was an emergency measure made im- 
perative by the urgency of bringing the inflationary spiral 
to a halt. It was recognized that such blanket action 
taken at a time when the price structure was so unbal- 
anced would result in many inequities. OPS then pro- 
ceeded to issue regulations for most of the manufacturing 
industry as a whole, and the retail industry as a whole. 
The manufacturing regulation substituted for the general 
freeze concept of GCPR, ceiling pricing based on the 
base period concept. Ceilings were computed by refer- 
ence to prices during a pre-Korea “normal” pricing pe- 
riod which were then adjusted upward to a cut-off date 
for increases in direct material and labor costs. The re- 
tail regulation called for ceiling prices based on mark- 
ups over cost in accordance with previous experience as 
reflected by prices of goods in the retailer’s store on one 
single day in relation to the cost of those goods. The cru- 
cial day had to be taken as a day shortly before the issu- 
ance of the regulation because of the general absence of 
records for any day in the pre-Korea period, some seven 
months earlier. 

These were followed by many regulations and supple- 
mentary regulations relating to particular industries and 
to particular products. The ultimate objective is often 
stated to be the issuance of dollars and cents regulations 
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for specific products and services establishing the exact 
price ceilings. 
Thus, the program is administered by: 


1. Issuance of regulations, general interpretations, and 
policy statements specifying the method of calculation of 
ceiling prices, and in some cases the dollars and cents 
ceilings, without further action by the agency, either with 
or without the filing of reports. Criteria are also estab- 
lished in accordance with which the agency will approve 
prices for entirely new commodities and higher prices 
in special situations upon individual application. 

2. Issuance of specific interpretations of regulations 
upon request, and approval upon individual application 
of prices and price increases permitted by the regulations 
only after specific approval thereof. 

3. Acting upon petitions for amendment of regulations 
and protests against agency action. 

4. Investigation of compliance with the regulations 
and institution of enforcement proceedings directed at 
preventing or penalizing violations of the regulations. 

The standards under which OPS operates in issuing 
new regulations and administering the price ceiling pro- 
gram are, first, the statutory standards set forth in the 
Act: that prices be generally fair and equitable. The 
principal administrative standard implementing this gen- 
eral standard will be the industry earnings standard. Gen- 
erally, an industry may obtain increases in ceiling prices 
wherever current ceilings would require it to operate be- 
low the level of 85% of its three best years between 1946 
and 1949. This was set forth in a letter written by the 
former Economic Stabilization Administrator, Mr. 
Johnston, to the former Director of Price Stabilization, 
Mr. DiSalle, in April, 1951. It has been recently es- 
poused by the current Economic Stabilization Admin- 
istrator, Mr. Putnam. It will be supplemented by other 
administrative standards. 





THE GEORGE WASHINGTON LAW REVIEW 


C 


Organization of OPS 


The OPS consists of a National Office and field organ- 
ization under the direction of the Director of Price Sta- 
bilization. The National Office is divided into various 
offices, the most important of which are the Office of the 
Director of Price Stabilization, the Office for Industry 
Advisory Committees, the Office of Price Operations, the 
Office of Chief Counsel, and the Office of Enforcement. 
The Office of the Director, in addition to exercising gen- 
eral supervision over OPS, plans and develops short and 
long range stabilization policies. The Office for Indus- 
try Advisory Committees establishes and operates formal 
industry advisory committees, which are committees of 
representatives of private industries which play an im- 
portant part in the formulation of regulations. This in- 
dustry consultation is held to satisfy the requirement of 
the Defense Production Act of 1950 that the President 
shall, insofar as practicable, advise and consult with com- 
mittees of representatives of persons substantially affected 
by regulations or orders. 

The Office of Price Operations represents the great 
working body of OPS which prepares regulations; con- 
siders requests for establishment of ceiling prices and 
applications for individual adjustment; receives reports 
required by the regulations and approves or disapproves 
prices set forth therein; and collects and analyzes data 
on costs, prices, and business practices necessary in the 
formulation of the regulations and administration of the 
program. It is divided into eight divisions: Food and 
Restaurant Division; Industrial Materials and Manufac- 
tured Goods Division; Consumer Goods Distribution, 
Textile, and Apparel Division; Forest Products Divi- 
sion; Transportation, Public Utilities, and Fuel Divi- 
sion; Rubber, Chemicals, and Drugs Division; Con- 
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sumer Durable Goods Division; and the Services, Ex- 
port-Import Division, These commodity divisions de- 
velop and administer price control regulations govern- 
ing commodities and services within their jurisdiction, 
and otherwise administer price control policies and pro- 
grams as they relate to such commodities and services. 

The Office of Chief Counsel advises on all legal mat- 
ters relating to OPS, represents OPS in the Emergency 
Court of Appeals whenever the validity or applicability 
of regulations or orders is challenged, and generally per- 
forms legal functions for OPS. The Office of Enforce- 
ment plans and conducts programs to determine compli- 
ance with regulations and orders, recommends sanctions 
against alleged violators, and represents OPS in litigation 
for the prosecution of such violators. 

The field organization consists of fourteen regional 
offices in principal cities, and approximately ninety dis- 
trict offices under the supervision of such regional offices. 
The district offices are operating offices which perform 
the detailed work of OPS under the supervision of the 
regional offices. In general District Offices effectuate 
OPS programs by administering specific operational 
functions assigned to them, such as acting on certain ap- 
plications for adjustment, permitting certain mark-ups, 
etc. They also advise persons subject to price control 
who request assistance in complying with regulations and 
orders. Investigations for compliance and enforcement 
action are administered from the District Offices. 


D 
Administrative Procedures of OPS 


A chart setting out the procedures of OPS in connection 
with the administration of the price control program is 
attached to this report. 
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The Private Attorney's Function 


Sellers are required to find the regulations to which 
they are subject, compute their ceiling prices under such 
regulations, and charge no more for their goods or serv- 
ices than those ceilings. Various reports must be filed, 
and sellers may obtain rulings and interpretations of regu- 
lations from OPS. It is important to recognize that the 
Defense Production Act is applicable to both sellers and 
buyers in that it provides penalties for buying and receiv- 
ing as well as for selling or delivering any material or 
service at prices in excess of proper ceiling prices under 
the regulations. 

Violations by both sellers and buyers are subject to 
civil and criminal penalties, and anticipated violations 
may be enjoined. Wilful violations may be punished by 
fines not to exceed $10,000 or imprisonment not to exceed 
one year or both. Consumers who buy other than in the 
course of trade or business may sue sellers for overcharges, 
and where such overcharges result from wilful violations 
or failure to take practicable precautions to avoid viola- 
tions, triple damages may be recovered in the discretion 
of the court. If the consumer fails to sue, the United 
States may sue in his place. Additional sanctions include 
the disallowance of any payment in violation of any regu- 
lation, the payment of any fine imposed for violation, or 
the payment of any judgment or compromise in a civil ac- 
tion for overcharges as costs or expenses for purposes of 
any other federal law or regulation. Thus, such payments 
might be disallowed as expenses in computing tax or rene- 
gotiation liabilities. 

The attorney’s job in connection with price control falls 
into several categories: 


(a) Finding and understanding the regulations appli- 
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cable to his client’s business. This may involve real dif- 
ficulty in view of the great volume of regulations, amend- 
ments, and supplementary regulations that have been is- 
sued. Often a selection may be made between alternative 
methods of pricing and reporting. Sometimes it becomes 
necessary to seek formal or informal interpretations of 
regulations. 


(b) Utilizing the procedures for presenting data and 
views on proposed regulations, obtaining amendments 
to existing regulations, and protesting regulations not 
authorized by law, which are applicable to his client. 


(c) Protesting, and in some cases seeking judicial re- 
view of, OPS orders affecting his client and denials of ap- 
plications for adjustment made by his client. 


(d) Representing his client in connection with investi- 
gations made by OPS enforcement officials and in en- 
forcement proceedings. 


Suggestions 


A major problem that arises in connection with compli- 
ance with OPS regulations grows out of the very exten- 
sive volume and types of those regulations. Thus there 
are the General Ceiling Price Regulation (GCPR), 
Ceiling Price Regulations (CPR), Supplementary Reg- 
ulations (SR) to the above, Amendments to the above, 
Interpretations (Int.) of the above, General Overriding 
Regulations (GOR), Distribution Regulations (DR), 
Delegations (Del.), Price Procedural Regulations 
(PPR), Distribution Procedural Regulation (DPR), 
Enforcement Procedural Regulations (EPR), and others. 
These regulations are individually well written in an 
easy-to-read, informal, non-legal form, but the extent of 
the number of types of regulations and the number of 
regulations of many types is itself baffling in many cases. 
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The material is not indexed in a way which enables 
the attorney to be certain that he has explored all possi- 
bilities of relief for a client; and it is probable that com- 
prehensive indexing of this sort is not practical in so 
fast-growing a field. It would seem, however, that OPS 
could and should keep its regulations up to date by incor- 
porating promptly into each the amendments to it as they 
are issued. As matters stand, the “collations” are much 
too long delayed. Moreover, it seems probable that some 
more easily understandable method of issuing and iden- 
tifying Supplementary Regulations could be found. As 
matters stand, it is quite easy for even the careful lawyer 
to overlook entirely a vital part of the material applica- 
ble to his client’s business, simply because it is lost in the 
welter of addenda to a general regulation. 

The procedural provisions of the regulations seem, on 
the whole, adequate. Experience indicates that hardship 
most often arises not from any lack of procedural safe- 
guards, but from the delays in obtaining relief in situa- 
tions where the controls are not self-explanatory or which 
involve problems unforeseen by the regulations. The 
salutory insistence of OPS upon uniformity of treatment 
has the unfortunate corollary of withholding interpreta- 
tions or exceptions from applicants whose business is 
being immediately and painfully affected in the interim. 
Even if this result is to some extent unavoidable, it should 
be the focus of constant and vigorous attempts at ameliora- 
tion by OPS. 

Much of the test of the substantive regulations lies 
ahead. If costs creep up, ceiling price regulations will 
increasingly raise problems of cost absorption. This will 
result in a search by many sellers for loopholes and am- 
biguities which they can utilize to advantage. For these 
and other reasons, it is highly important that regulations 
be well-written, complete, and clear in every detail, and 
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that standards and procedures for price relief and for the 
application of the severe penalties that are authorized by 
statute be carefully worked out. OPS should continue 
and develop further its good work in this respect. 
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THE GEORGE WASHINGTON LAW REVIEW 


III 


REPORT ON EXPORT CONTROL ACTIVITIES OF THE OFFICE 
OF INTERNATIONAL TRADE 


A 


Establishment and Objectives of Export Control 
Activities of Office of International Trade 


The Office of International Trade in the Department 
of Commerce administers, by delegation of power (Exec. 
Order No. 9630, 10 Feb. Rec. 12245 (1945)), the powers 
granted under the Export Control Act of 1949, 63 Star. 
7 (1949), 50 U.S.C. App. §§ 2021 et seg. (Supp. 1950). 

Export control activities are not new, having been 
placed in effect even prior to Pearl Harbor. They op- 
erated extensively during the whole of World War II 
and have operated in wider or narrower fields since the 
termination of hostilities in direct relation to the intensity 
of the defense program, and the fluctuations in East-West 
relations. 

The purposes of the export control activities, as set 
forth in §§ 1 and 2 of the Export Control Act of 1949, 
are to: 


(a) Properly allocate the distribution of mate- 
rials which are in short supply; 

(b) Correlate the use of materials to both the do- 
mestic economy and our foreign policy; and 

(c) Regulate materials with potential military 
significance and which may affect the national se- 
curity. 

B 


Procedure and Techniques 
1. Introduction 


The Department of Commerce has set up an Office of 
International Trade in which the export control activi- 
ties are centralized. 
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O.1.T. has continued the previously existing general 
techniques of : 


(a) The imposition of export quotas upon certain 
essential goods in short supply; 

(b) The total embargoing of particular kinds of 
exports; 

(c) The granting of “general licenses” for des- 
ignated materials to designated countries which 
amounts to a waiver of export control pro tanto; 

(d) The granting of individual export licenses. 


The granting of individual licenses represents the bulk 
of the activities of O.I.T. Individual licenses are re- 
quired in all cases where a general license is not in exis- 
tence. Generally speaking, this will include: 


(a) All shipments to particular countries. (For 
example, no exports of any goods are permitted to 
certain Iron Curtain countries without a license 
(Reg. § 384.9) ). 

(b) Particular shipments to all countries, except 
to Canada. 

(For example, no exports of industrial diamonds 
are permitted to any country, except Canada, with- 
out a license.) 


Provisions are also made for exceptional kinds of 
licensing transactions, for example, blanket licenses and 
project licenses. Special provisions exist for the handling 
of goods in transit, shipments through “foreign trade 
zones,” technical data, personal baggage, gift parcels, etc. 


2. The Comprehensive Export Schedule 


The O.1.T. has for years published a Comprehensive 
Export Schedule, which is revised annually and for 
which supplements are sent out weekly. This Schedule 
contains the official regulations of O.I.T. governing ex- 
port control; explanatory material and instructions; and 
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a list of commodities under control, identified by their 
Department of Commerce “Schedule B” Commodity 
Numbers, and marked with special symbols to indicate 
the type and extent of control applicable. 

The weekly supplements to the Schedule, which are 
issued in loose leaf form for page-substitution, permit any 
subscriber to the Schedule to have a complete, up-to-date 
handbook of applicable regulations available at all times. 


3. Licensing Procedure 


The general procedure for licensing involves the prep- 
aration and filing of an application on printed forms fur- 
nished by the O.1.T. The license application is then 
handled by the appropriate individuals on the O.1.T. 
staff, in charge of the particular kind of export covered 
by the application. 

The Field Offices of the Department of Commerce 
have the license application forms as well as a copy of 
the Comprehensive Export Schedule at hand. They can 
give advice and assistance to applicants and have a lim- 
ited power to amend and extend existing licenses. 

The granting of original licenses, however, is exclu- 
sively centralized in the Office of International Trade 
in Washington. 

The procedure within O.I.T. is relatively simple. The 
individuals who will pass on a particular application 
are available to applicants or their representatives for 
discussion respecting pending applications. There is a 
special staff in O.I.T. whose sole function is to answer in- 
quiries or give expediting service to exporters. 


4. Appeals Procedure 


In the event of the refusal of a license in whole or in 
part and if the applicant is unsuccessful in negotiations 
with O.I.T. personnel, provision is made for an appeal 
to an impartial Appeals Board. No right of judicial re- 
view from the Appeals Board’s decision is provided. 





REPORTS ON CONTROL AGENCIES 597 


On the whole, the proceedings before the Appeals 
Board substantially meet the minimum standards of de- 
sirable procedure as exemplified in the Administrative 
Procedure Act. The absence of judicial review may not 
be as objectionable as it might appear. 

Exports, particularly of critical and strategic mate- 
rials, are controlled on periodical bases. With respect to 
materials of importance and in short supply, licenses are 
customarily granted for particular quarters in advance, 
in order that manufacturers or suppliers may be able to 
close their export contracts in advance, and arrange their 
productions and delivery schedules. Judicial review in 
such cases would generally be of no practical value. It 
is almost certain that, long before judicial review could 
be completed, the quarter for which the export license 
was requested would have been passed; or, all available 
sources of supply would already be contracted in full in 
favor of other applicants. The judicial review might 


effect a reversal of a decision of O.1.T. but the victory 
would likely be Pyrrhic so far as the applicant was con- 
cerned. 


5. Compliance and Enforcement Procedure 


Violations of the statute or regulations can result in 
criminal indictment under § 5 of the Export Control Act 
of 1949. 

O.1.T. has also set up a system of administrative sanc- 
tions through the denial or suspension of licensing privi- 
leges and by the suspension or revocation of licenses. 
These administrative proceedings are handled on the basis 
of a “changing letter” from O.1.T.; a hearing before an 
impartial Compliance Commissioner; a review and de- 
cision by an executive of O.I.T.; with a right of appeal 
to the impartial Appeals Board. 

The procedure meets in general the minimum stand- 
ards of desirable procedure as exemplified in the Ad- 
ministrative Procedure Act. However, there is no pro- 
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vision for judicial review of the Agency’s final order. 
Judicial review in these compliance cases would be of 
substantial benefit to the exporter-defendant, as discussed 
in the succeeding section. 


Suggestions 


The handling of export control activities by O.I.T. 
has not produced any greater variety of complaints than 
would normally be anticipated with respect to any activity 
which controls or regulates private enterprise. Most 
complaints and objections relate to the merits of the de- 
cisions by the administrators rather than to inadequacies 
or improprieties in the administrative procedure pro- 
vided. 

As indicated in the last column of the accompanying 
chart, there are a few minor omissions in the administra- 
tive procedure, as compared to the minimum standards 
exemplified in the Administrative Procedure Act. 

It is recommended that the regulations be amended to 
provide for the inclusion of these details. 

The only important ground for modification relates to 
judicial review. As previously pointed out, the absence 
of judicial review with respect to the granting of licenses 
will in most cases not be harmful, since judicial review, 
if available, could not operate with sufficient speed to 
provide any practical benefit. 

However, with respect to compliance procedure, there 
seems to be no substantial ground for denying judicial 
review, under proper safeguards, with respect to the sus- 
pension of licensing privileges. 

The placing of an exporter on an “export black list” 
is a powerful sanction and can impose severe financial 
hardship on the exporter. It can conceivably destroy his 
business. 

There may be some right of judicial review under gen- 
eral law, without any provision in the Export Control 
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Act of 1949. The existence of that right, and its extent, 
cannot be categorically stated. 

Some statutory judicial review can and should be pro- 
vided, particularly in cases in which licensing privileges 
are suspended for substantial periods of time. If the 
0.1.T. contends that national security interests have been 
violated by the exporter, and that a continuance of his 
activities pending the appeal will be detrimental to the 
security of our country, supersedeas pending the review 
can be denied. In that way the suspension will remain 
effective while the appeal is being heard and the case can 
be placed at the top of the list for argument in the re- 
viewing court. This should remove any objection on the 
part of O.I.T. that appeals with supersedeas would in 
effect permit the exporter to continue flagrant violations 
of national security while the appeal was pending. 

It is recommended that the Export Control Act of 
1949 be amended to provide a workable system of judicial 
review of compliance and enforcement orders which 
would meet both the national security interests of our 
government, as well as the protection of the private rights 
of the exporter. 
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EDITORIAL NOTES 
APPELLATE REVIEW OF FINDING OF INVENTION 


The recent Supreme Court decisions in Great Atlantic & Pacific 
Tea Co. v. Supermarket Equipment Corp. and Crest Specialty Co. v. 
Trager® have revived interest in the thorny problem of whether patent- 
able invention is a question of fact or of law. In each of those cases, 
the Court overturned concurrent findings of invention by the district 
court and court of appeals. Superficially, this would seem to indicate 
that invention is a question of law reviewable at any time by a court 
of law, rather than a question of fact as to which the trial court’s 
determination is ordinarily final. Actually, however, no such simple 
conclusion can properly be drawn from these cases, as will presently 
appear. 

I 


In GENERAL 


Before considering the problem from a standpoint of patent law, it 
may be well to review by way of background the various policies as 
to appellate review of the conclusions of fact-finding bodies in gen- 
eral and trial courts in particular. In this way not only will the out- 


line of the historical development of appellate review be briefly indi- 
cated, but also the theoretical considerations for the application of 
those policies of review will to some extent be revealed. 


A 
Development of Standards of Review 


In order to illustrate the various policies of review, three types of 
fact-finding bodies may be distinguished: the jury, the administrative 
agency, and the trial court sitting without a jury. We shall be most 
interested in the last, since findings of invention are most often made 
by an unaided trial court, sitting as did the old equity courts. 

Originally, the findings of fact of those equity courts, as well as 
their conclusions of law, were reviewable on appeal.* This was be- 
cause the reviewing courts felt themselves at least as well equipped to 
pass on such matters as the trial courts. All of the evidence form- 
ing the basis for the trial court’s determinations could be transmitted 
in the record on appeal; and hence, the trial judge possessed no such 


1340 U.S. 147 (1950) (hereinafter called A. & P.). 
2 341 U.S. 912 (1951). 
8 Virginian Ry. v. United States, 272 U.S. 658, 675 (1926). 
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special advantage as would justify the weighing of his opinion as to 
fact more heavily than that of an appellate judge. 

In sharp contrast, however, was the treatment accorded the facts 
found by commissions and other administrative bodies. Until re- 
cently, these were not to be disturbed so long as they were supported 
by “substantial evidence,” * a test also applied to the findings of jur- 
ies.® 

Recently, however, Universal Camera Corp. v. NLRB* has changed 
the standards applicable to administrative bodies, so that their find- 
ings of fact will now be honored only if supported by “substantial 
evidence on the record considered as a whole.’* (Italics added). 

The comparative immunity to review of the findings of administra- 
tive bodies and juries was due to such peculiar fact-finding advan- 
tages as they possessed and which were not shared by the appellate 
courts. Thus it was only natural that when, in 1912, equity judges 
began hearing oral testimony,® their resulting findings of fact should 
be given more weight on appeal. To date, the conclusion of the mat- 
ter has been the adoption of Federal Rule 52(a),° in part as follows: 


In all actions tried upon the facts without a jury .. . the court 
shall find the facts specially and state separately its conclusions 
of law thereon.... Findings of fact shall not be set aside unless 
clearly erroneous, and due regard shall be given to the oppor- 
tunity of the trial court to judge of the creditability of the wit- 
nesses. .. . If an opinion or memorandum of decision is filed, it 
will be sufficient if the findings of fact and conclusion of law 
appear therein. 


Thus, as of the present, jury findings of fact will not be set aside 
if supported by “substantial evidence”; administrative findings if 


4ICC v. Louisville and Nashville R.R., 227 U.S. 88 (1913). 

5 NLRB v. Columbian Enameling & Stamping Co., 306 U.S. 292, 300 (1939). 
6 340 U.S. 474 (1951). 

7 Of this criterion, Senator Taft made the following comment: 

“In the first place, the evidence must be substantial; in the second place, 
it must still look substantial when viewed in the light of the entire record. 
That does not go so far as saying that a decision can be reversed on the 
weight of the evidence. It does not go quite so far as the power given to 
a circuit court of appeals to review a district court decision, but it goes a 
great deal further than the present law... .” 93 Conc. Rec. 3839 (1947), 
reprinted in 2 Legislative History 1014 (1947). 

He spoke with regard to a provision of the “Taft-Hartley Act”, 61 Stat. 
136 (1947), 29 U.S.C. §§ 141 et seq. (Supp. 1947), which in this respect 
was designed to follow the Administrative Procedure Act, 60 Start. 237, 
5 U.S.C. §1009(e) (1946). Of course the Universal Camera case dealt 
with the Administrative Procedure Act; but since the legislative history of 
that Act was not clear, reference was had to that of the Taft-Hartley Act. 
An ——-, case of a bill acquiring legislative history after its enact- 
ment 

8 Under Federal Equity Rule 46. 
® Federal Rules of Civil Procedure (1938), as amended 1948. 
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supported by “substantial evidence on the record considered as a 
whole” ; and trial court findings, in which we are chiefly interested, 
will not be set aside unless “clearly erroneous.” 


B 


Application to Trial Court Findings 


Having seen the standard for trial court findings, the next con- 
sideration is its application, particularly as regards what shall be con- 
sidered a matter of “fact” within the meaning of Rule 52(a). For 
example, it is fairly clear that findings based on the trial judge’s 
opportunity to see demonstrations or to hear and evaluate conflicting 
expert testimony, may properly be regarded as “fact” within the 
Rule, embodying as they do “inferences that may be drawn from liv- 
ing testimony which elude print.”*° But what of those cases in 
which the findings are based on evidence which is entirely documen- 
tary and which may be transmitted intact in the record on appeal? 
And what of those cases in which the finding was made by applica- 
tion of a rule of law, so that there may in fact be an issue of law 
“entwined in the ruling?” * 

As to the first situation, in which the evidence is purely docu- 
mentary, it can be argued on the one hand that an appellate judge 
should in that case feel free to review the facts found by a trial judge, 
since presumably neither judge is skilled in anything but the law, 
and since the trial judge cannot approach the jury ideal of being 
representative of the community more closely than the appellate judge. 
If anything, the appellate tribunal, by virtue of numbers and experi- 
ence, is more likely to represent the community and achieve at the 
same time a higher degree of expertise than is the single trial judge. 

But on the other hand it can be argued that by ordinarily refusing 
review of a trial court’s findings, frivilous appeals based on mere 
hair-splitting of facts are discouraged. Thus by arbitrarily cutting 
short the fact-finding function at the trial level, courts of appeal will 
not become clogged with the review of particular fact situations in- 
volving only the immediate litigants, but can reserve their time for 
the determination of questions of general public interest. 

And as to the second situation, in which the purported “finding of 
fact” is in reality a mixed finding of fact and law, it can be argued, 
as was done successfully in United States v. Appalachian Electric 
Power Co.,% that not only the legal standards applied, but also the 
ultimate conclusions thusly derived may be so inseparable from ques- 


10 Baumgartner v. United States, 322 U.S. 665, 670 (1944) (Frankfurter, J.). 
11 Lustig v. United States, 338 U.S. 74, 77 (1949) (Frankfurter, J.). 
12 311 U.S. 377, 404 (1940). 
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tions of law that the whole is reviewable on appeal. On the other 
hand, as Mr. Justice Roberts argued in the Appalachian dissent,"* if 
the trial court deals with the correct evidentiary facts, and applies 
the correct rules of law, what basis in reason is there for a court of 
review to treat the ultimate facts derived as anything but true find- 
ings of fact? 

Of course, as Mr. Justice Frankfurter noted in Baumgartner v. 
United States,™ merely calling something a “finding of fact” does not 
make it such nor serve to remove it from the reach of appellate review. 
Indeed, the language used by the trial court may in few cases serve as 
an accurate indication of the function they are in fact performing 
when making their findings. Stated one way, as the derivation of 
ultimate facts by the measurement of evidentiary facts against a fixed 
standard, the trial court would seem to be finding as to fact ; yet stated 
another way, as the application of a standard of law to a given fact 
situation, the court would seem to be drawing a conclusion of law. 

These then are the issues with which we must deal. They are not 
drawn clearly, in black and white, but rather in shades of grey. For 
if it were possible to pose the issues clearly it would also be possible 
to postulate clear and succinct answers to those issues. This no court 
has thus far been able to do. 

It is for this reason that no attempt will be made to extend this 


brief historical and theoretical analysis and to apply it in detail to 
the field of patent law. Instead, it is felt that an empirical exposition 
will be of far greater value to the patent practitioner. By this ap- 
proach, he may see the treatment of the problem in patent cases in 
the courts today, and perchance anticipate the immediate future. 


II 


IN THE SUPREME CouRT 


A case analysis of the problem should of course begin with the 
Supreme Court cases. Moreover, it should include a study of the 
early cases in that Court as well as the more recent, in order to under- 
stand the judicial attitudes apparent in the present-day decisions. 


A 
The Leading Cases 


The oldest, as well as the most troublesome Supreme Court case 
in point is Mahn v. Harwood, in which the Court unequivocally 
13 Td. at 430. 


14 Supra note 10. 
15112 U.S. 354, 358 (1884). 
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declared that “patentable invention” is a question of law. It is largely 
on the basis of this case that judicial controversy on the subject orig- 
inally sprang up, for this is the only Supreme Court case in which 
such a statement is embodied in the majority opinion; and thus it is 
almost solely on the authority of this case, such as that authority is, 
that lower court decisions expressly holding invention a question of 
law have had to rely. 

Today, however, the case is not good authority for the proposition 
in question. To begin with, the doctrine appears in the case only by 
way of dictum. But more particularly, the circumstances surrounding 
the trial of patent cases in those days have changed so in the mean- 
time that what was then only a question of law will not necessarily be 
such at present. As was pointed out above, the old equity courts 
were not authorized to hear oral testimony, with the result that their 
findings of what would otherwise be fact were given no more weight 
on appeal than their conclusions as to pure questions of law. As a 
result, it is doubtful if they can properly be considered to have per- 
formed any real fact-finding function as we understand the term to- 
day. Indeed, it is clear from the context of the Mahn case that the 
Court would consider any findings of fact in the case as having been 
made in the Patent Office. Thus under the circumstances the Court 
would not feel itself bound by such a finding of invention, but would 
feel free to review it as a matter of law. 

Not until Federal Equity Rule 46 had made itself felt, as noted 
above, was any clear pronouncement forthcoming as to the modern 
status of findings of invention. In Thomson Spot Welder Co. v. 
Ford Motor Co.** they were flatly declared to be fact, as also in Wil- 
liams Manufacturing Co. v. United Shoe Machinery Corp.™ 

However, a mild qualification was in the meantime being added to 
the rule by a line of cases beginning with Heald v. Rice,** in which 
the Court declared a reissue patent invalid as a matter of law as claim- 
ing a different invention from the original. Later, the question of 
infringement was held to be one of law where the answer could be 
determined by a mere comparison of the patented and allegedly in- 
fringing devices.1® Obviously, these cases are not in point ; however, 
they do represent an adoption in the field of patents of the theory, 
noted above, that where the appellate court is in as good a position 
as the trial court to judge of the facts, the trial court’s findings of fact 
will be reviewable. This theory was specifically applied to findings 

16 265 U.S. 445, 446 (1924). 

17 316 U.S. 364, 367 (1942). 

18 104 U.S. 737, 749 (1881). 


19 Sanitary Refrigerator Co. v. Winters, 280 U.S. 30, 36 (1929); Singer 
Manufacturing Co. v. Cramer, 192 U.S. 265, 275 (1904). 
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of invention in the rehearing of United States v. Esnault-Pelterie,® 
but only by way of dictum. 

The most thorough treatment of the problem by the Court is to be 
found in Graver Tank & Manufacturing Co. v. Linde Air Products 
Co.,7* in which heavy reliance was placed on the provisions of Fed- 
eral Rule 52(a),?* the Court noting that “The rule requires that an 
appellate court make allowances for the advantages possessed by the 
trial court in appraising the significance of conflicting testimony and 
review only ‘clearly erroneous’ findings.” Of course the Graver case, 
though strongly worded, should not be misconstrued as a forceful 
declaration that invention is a question of fact. The strong wording 
emphasizes only that in cases such as that, in which the trial judge 
saw actual demonstrations of the invention and heard many experts 
and other witnesses, the policy considerations for refusing to review 
his resulting findings as to invention unless “clearly erroneous” are 
extremely strong. 

Thus far, it might be assumed that the Court had concluded that 
invention is in general to be treated as a question of fact, especially 
when, as in the Graver case, the trial court has had aids which can- 
not be transmitted in the record on appeal. How odd, then, that the 
A. & P. and Crest Specialty cases** should at first glance seem to 
reverse the doctrine. For in each case the findings of invention were 
made after the trial court had heard the testimony of experts and 
seen demonstrations of the patented devices, which were the very 
conditions under which the Court in the Graver case had declared 
Rule 52(a) to be most appropriately applicable. 

A careful reading of both cases, however, reveals that they in no 
way change the Court’s declared attitude on any of the issues here 
discussed. In the A. & P. case, for instance, the Court is careful to 
point out** that the lower court decisions contain a defect of law in 
that an incorrect standard of invention was applied.2* Since the 
standard of invention is a question of law, it follows then as a matter 
of law that a finding of invention based on an incorrect standard may 
be overturned by a court of law at any time, Rule 52(a) notwithstand- 
ing. Moreover, the Court in the A. & P. case expressly at page 153 
declared that “We set aside no finding of fact as to invention, for 
none has been made except as to [an element of the claimed combina- 


20 303 U.S. 26, 30 (1938). 

21 336 U.S. 271, 274, 275 (1949). 

22 Supra note 9. 

23 Supra notes 1, 2. 

2¢ Supra note 1, at 148, 154. 

25 The trial court followed the discredited “flash of genius” test of Cuno Engi- 
neering Corp. v. Automatic Devices Corp., 314 U.S. 84, 91 (1941). 
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tion], which cannot stand as a matter of law,” the Court having 
previously pointed out why the finding of invention in the element 
was obviously wrong. And surprisingly, reference to the trial court 
opinion shows that that court omitted to find invention generally in 
the patented device, though the high Court might construe such a 
finding in view of the 1947 amendment to Rule 52(a).?* But be that 
as it may, in view of the errors of law and ambiguous findings of the 
courts below, it cannot be said that the A. & P. case is out of line 
with the Graver case. 

Similarly, the Crest case cannot be taken as a change of position 
by the Court, since the per curiam reversal merely cited the 4. & P. 
case without comment. However, the Crest case on its facts is some- 
what different, in that there the opinions of the lower courts con- 
tained clear, concise findings of invention derived from conclusions of 
law which do not seem to be erroneous. Thus, if the citation of the 
A. & P. case in the Crest reversal means anything, it must be that 
the findings of invention in the latter case were as obviously wrong 
as those, such as they were, in the former case. 

If this analysis of the two recent decisions is correct, then it would 
seem that the Graver case still controls, and that Rule 52(a) may 
still be invoked with some confidence when seeking to avoid review of 
findings of invention, but that appellate courts will be increasingly 
alert to ferret out and overturn such findings as they may think 
“clearly erroneous.” 

B 


The Two-Court Rule in Patent Cases 


Now a further refinement of the Court’s usual refusal to review 
findings of invention is known as the “Two-Court Rule.” Simply 
stated, it provides that the Court will not overturn concurrent find- 
ings of fact by two courts below in the absence of very obvious or 
exceptional error. 

Long a principle of law in other fields,?” the rule was first applied 
to findings of invention in the Williams case,”* in which refusal to 
review findings of invention was declared proper “where, as here, 
there is evidence to support them.” This rather listless criterion, 
which expresses little concern for the correctness of the lower court 
findings, was stated by Mr. Justice Roberts and is consistent with 
the tenor of his Appalachian dissent, noted above.?* 


26“If an opinion or memorandum of decision is filed, it will be sufficient if 
the findings of fact and conclusions of law appear therein.” 

27 United States v. State Investment Co., 264 U.S. 206 (1924). 

28 Supra note 17. 

29 Supra note 13. 
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20 303 U.S. 26, 30 (1938). 

21 336 U.S. 271, 274, 275 (1949). 

22 Supra note 9. 

23 Supra notes 1, 2. 

24 Supra note 1, at 148, 154. 

25 The trial court followed the discredited “flash of genius” test of Cuno Engi- 
neering Corp. v. Automatic Devices Corp., 314 U.S. 84, 91 (1941). 
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tion], which cannot stand as a matter of law,” the Court having 
previously pointed out why the finding of invention in the element 
was obviously wrong. And surprisingly, reference to the trial court 
opinion shows that that court omitted to find invention generally in 
the patented device, though the high Court might construe such a 
finding in view of the 1947 amendment to Rule 52(a).7* But be that 
as it may, in view of the errors of law and ambiguous findings of the 
courts below, it cannot be said that the A. & P. case is out of line 
with the Graver case. 

Similarly, the Crest case cannot be taken as a change of position 
by the Court, since the per curiam reversal merely cited the 4. & P. 
case without comment. However, the Crest case on its facts is some- 
what different, in that there the opinions of the lower courts con- 
tained clear, concise findings of invention derived from conclusions of 
law which do not seem to be erroneous. Thus, if the citation of the 
A. & P. case in the Crest reversal means anything, it must be that 
the findings of invention in the latter case were as obviously wrong 
as those, such as they were, in the former case. 

If this analysis of the two recent decisions is correct, then it would 
seem that the Graver case still controls, and that Rule 52(a) may 
still be invoked with some confidence when seeking to avoid review of 
findings of invention, but that appellate courts will be increasingly 
alert to ferret out and overturn such findings as they may think 
“clearly erroneous.” 


B 
The Two-Court Rule in Patent Cases 


Now a further refinement of the Court’s usual refusal to review 
findings of invention is known as the “Two-Court Rule.” Simply 
stated, it provides that the Court will not overturn concurrent find- 
ings of fact by two courts below in the absence of very obvious or 
exceptional error. 

Long a principle of law in other fields,?” the rule was first applied 
to findings of invention in the Williams case,”* in which refusal to 
review findings of invention was declared proper “where, as here, 
there is evidence to support them.” This rather listless criterion, 
which expresses little concern for the correctness of the lower court 
findings, was stated by Mr. Justice Roberts and is consistent with 
the tenor of his Appalachian dissent, noted above.?* 


26“Tf an opinion or memorandum of decision is filed, it will be sufficient if 
the findings of fact and conclusions of law appear therein.” 

27 United States v. State Investment Co., 264 U.S. 206 (1924). 

28 Supra note 17. 

29 Supra note 13. 
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A more definitive statement of the rule appeared in Goodyear Tire 
& Rubber Co. v. Ray-O-Vac Co.*° There the Court stated that “It 
must be a strong case in which this court will set aside these con- 
current findings of two courts.” 

But again, the Graver case ** declares the rule for the present day 
as follows: 


[the trial court’s findings of invention] are manifestly support- 
ed by substantial evidence and the Court of Appeals found 
them supported by the weight of the evidence. . . . A court of 
law, such as this Court is, rather than a court for the correc- 
tion of errors in fact finding, cannot undertake to review con- 
current findings of fact by two courts below in the absence of a 
very obvious and exceptional showing of error. 

Thus it will be noted that the concurrent findings need be supported 

only by “substantial evidence” and that they will not be overturned 

“in the absence of a very obvious and exceptional showing of error.” 

No confusion should arise from Faulkner v. Gibbs,?? in which the 
“clearly erroneous” test was applied to concurrent findings of inven- 
tion. Obviously, concurrent findings may be supported by “substan- 
tial evidence” under the Graver test, and yet be “clearly erroneous.” 
But appearing as it did in a per curiam decision, the Faulkner term 
“clearly erroneous” is thought to be more an accidental wording than 
a new standard of review of concurrent findings. 

Moreover, the recent A. & P. and Crest decisions leave the rule 
unchanged, though in each, concurrent findings of invention were 
overturned. In the A. & P. case, the Court repeated the Graver ver- 
sion of the rule, but went on to point out that the case was reversed 
on grounds of law, thus by implication reaffirming the rule. And the 
Crest case, relying on A. & P. as it does, must be considered to the 
same effect. 

The rule itself, however, is deceptive in its simplicity. On its face, 
its application to findings of invention would seem to buttress and 
further support the Court’s holdings that invention is a question of 
fact. And yet, it can be argued, the rule does not make sense unless 
the second court may independently review the findings of the trial 
court. Thus, following this same argument, when the Supreme Court 
applies the rule to findings of invention, it is in effect declaring that 
those findings are subject to independent review by a court of appeals, 
or in other words, that Federal Rule 52(a) does not apply to find- 
ings of invention. The absurd situation ensues in which a finding 
which qualifies for the protection of the “Two-Court Rule” by virtue 


80 321 U.S. 275, 278 (1944). 
31 336 U.S. 271, 275 (1949). 
82 338 U.S. 267 (1949). 
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of its nature as a fact, is declared to be something else by the very 
application of the rule. 

Rather obviously, the fallacy of the above argument is the assump- 
tion that the second court’s concurrence will be weighty only if that 
second court independently reviews the findings below. Such is not 
at all the case; for under Federal Rule 52(a), the second court is 
authorized to overturn only “clearly erroneous” findings. This does 
not mean that the second court may independently weigh the evidence 
de novo, and disagreeing with the trial court, overturn the findings 
below, at the same time calling them “clearly erroneous” in order to 
invoke the authority of Rule 52(a). Rather, it means that the sec- 
ond court shall confine itself to a search for “clearly” erroneous find- 
ings, and in the absence of any, approve the findings of invention as 
they stand, even though the second court might reach a different con- 
clusion upon independent review. 

Upon further review, the Supreme Court will not need to search 
for all “clearly erroneous” findings; presumably these were for the 
most part detected by the second court. Instead, the high Court will 
concern itself only with “very obvious and exceptional showing of 
error.” In this light, then, the “Two-Court Rule” is seen to be essen- 
tially a “rule of wisdom in judicial administration,” ** whereby the 
Court’s time is reserved almost exclusively for problems of interest 
to the public at large. 

Cc 


The Position of Justices Douglas and Black 


The Court, however, has not been unanimous in its position that 
invention is ordinarily a question of fact. Indeed, of the present 
Court, Justices Douglas and Black have missed no opportunity to 
urge the opposite view, usually relying for authority on the question- 
able case of Mahn v. Harwood, noted above.** And in general, their 
efforts to broaden the scope of appellate review of findings of inven- 
tion are consistent with their well-known efforts to establish a higher 
legal standard for invention.** 

Their first argument in favor of broader review comprises the dis- 
sent in the Williams case.** There they argued as follows: 


And where, as here, an appellate court can determine from a 
mere construction and comparison of patents that an alleged new 
invention is in reality identical with inventions claimed in prior 
patents, the question of patentability should be reviewed. 


33 Supra note 10. 

84112 U.S. 354 (1884). 

35 Cf. the A. & P. case, supra note 1; Faulkner v. Gibbs, supra note 32; 
Exhibit Supply Co. v. Ace Patents Corp., 315 U.S. 126, 137, 138 (1942); the 
Cuno case, 314 U.S. 84 (1941). 

36 316 U.S. 364, 383 (1942). 
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citing Heald v. Rice,*" which is not in point.** It will be noted that 
the dissenters did not at this time declare invention to be a question 
of law, but only sought to bring the case under a less objectionable 
rule justifying review. Later, however, they flatly declared it to be 
a question of law in the dissent in the Goodyear case*® and in their 
Graver concurring opinion. 

But their most energetic espousal of invention as a question of law 
is in the A. & P. concurring opinion,*° where they declared the tru- 
isms that a controlling standard of invention, which is a matter of 
law, is present in every case of this type, and that no finding of fact 
can be a substitute for it. Without laboring the obvious, it might be 
pointed out in answer that the standard of invention and the finding 
as to invention made by the application of the standard are two differ- 
ent things, and that either is meaningless without the other. Thus the 
justices’ implication, that treating invention as a question of fact is 
equivalent to abandoning standards of invention, is untenable, since 
the standard of invention, without a finding as to invention made by 
its application, is at best an empty and meaningless legalism. 

The concurring justices’ position will be recognized as a rough 
approximation of the argument, noted above, that a purported ques- 
tion of fact may actually be so intimately bound up with a question 
of law as to be inseparable therefrom, though they have never stated 
it with anything approaching the cogency and persuasiveness of Mr. 
Justice Reed in the Appalachian case“ or of Mr. Justice Frankfurter 
in the Baumgartner case.** Thus it is significant that they have never 
been joined in their position by either of the authors of the opinions 
in these last two cases. 


III 


In THE CouRTs oF APPEALS 


It has been necessary to discuss the treatment of the problem at 
hand by the Supreme Court before taking up its disposition in the 


37 Supra note 18. 

38 Nor is their phrase “mere construction and comparison of patents” aptly 
descriptive of the task they would have the Court undertake, for the patent in 
suit ran to about 25,000 words and included 137 claims drawn in about 14,000 


sey Of course the majority of the Court wisely applied the “Two-Court 
ule.” 


39 321 U.S. 275, 279 (1944). 

40 Of course it must be remembered that a concurring opinion, like a dissent, 
is of no judicial weight except as the merits of the arguments contained therein 
may recommend themselves to other courts. Neither a concurring opinion nor 


a dissent can in any way amend, abridge, or “explain” the opinion of the Court. 
41 Supra note 12. 


43 Supra note 10, 
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courts of appeals, in order to get a clear picture of the precedents by 
which those courts will be guided. However, it should be noted that 
the treatment in the lower courts is of far greater practical signifi- 
cance, since the problem naturally arises there much more frequently 
than in the Supreme Court. 

As would be expected in view of the ambiguous controlling deci- 
sions of the Supreme Court, the courts of appeals are by no means 
agreed as to the nature of a finding of invention. Indeed, the pre- 
vailing view in certain circuits has of late been so subject to change 
that a comprehensive picture can be had only by a study of the recent 
decisions in each circuit. 


A 
First Circuit 


In the First Circuit, Judge Woodbury has written an interesting 
trilogy of decisions. In the first of these, B. F. Sturtevant Co. v. 
Massachusetts Hair & Felt Co.,** he unequivocally declared invention 
to be a question of fact. 

However, in the second, Hanovia Chemical & Manufacturing Co. 
v. David Buttrick Co.,** he painstakingly reviewed the entire prob- 
lem, finally concluding that whether a finding of invention is review- 
able depends on whether the nature of the thing patented and the 
prior art are so obscure and disputed as to require resolution before 
the trial court by means of expert testimony which the trial judge 
alone will have the opportunity to observe and evaluate. Otherwise, 
he continued, a court of appeals is in as good a position as the trial 
court to decide the question. This is a specific application, to find- 
ings of invention, of the general rule of the Heald, Sanitary, and 
Singer cases.*® He was careful, however, not to overrule the B. F. 
Sturtevant case immediately preceding, pointing out that in that case 
a master had been appointed by the trial court to weigh the expert 
testimony and resolve various hotly disputed issues of fact. 

The third case, Bellavance v. Frank Morrow Co.,“ constituted a 
return to his B. F. Sturtevant position, due to the Supreme Court’s 
decision in the Goodyear case.** In Bellavance, Judge Woodbury rue- 
fully observed that in the intervening Goodyear case, the Court had 


43122 F.2d 900, 906 (1st Cir. 1941), cert. denied, 315 U.S. 823 (1942). 

#4127 F.2d 888 (1st Cir. 1942). 

«5 Supra notes 18, 19. None of these cases involved findings of invention; and 
the second Esnault-Pelterie case, supra note 20, which did, although advocating 
similar treatment for findings of invention, did so only by way of dictum. 

46 See note 74 infra. 

47141 F.2d 378 (1st Cir. 1944), cert. denied, 322 U.S. 742 (1944). 

48 Supra note 30. 
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not followed his Hanovia doctrine, but had continued to deal with 
questions such as invention as though solely questions of fact, and that 
he was apparently bound to do likewise. Bellavance is still the law in 
the First Circuit,*® and is important since it is a judicial interpretation 
of the recent Supreme Court decisions as denying the Hanovia doc- 
trine. 


B 
Third Circuit 


The Hazeltine case ®° in the Third Circuit is worthy of notice since 
it is perhaps the most forceful refusal to review findings of invention 
which has yet been handed down. Here, the trial court had failed to 
state separately findings of fact and conclusions of law, as required 
by Federal Rule 52(a).°* After noting that this is sometimes grounds 
for reversal,®* the court went on to point out that reversal is unneces- 
sary if only the opinion below afford a clear understanding of the 
basis of the decision.** Thus the court concluded that: 


In this case, a reading of the trial judge’s opinion reveals a 
full discussion and treatment of the major factual issues which 
leaves no. doubt as to what facts the court relied upon in render- 
ing its decision. These we can treat as findings of fact and so do. 


Hazeltine goes beyond the ordinary case, since there the court not 
only declined to review a finding of invention, but also construed a 
finding of invention which it thereupon declined to review. Thus in 
the Third Circuit, the court of appeals will not ordinarily review 
even an implied finding of invention. 


C 
Fifth Circuit 


Seemingly, however, the Fifth Circuit goes equally far the other 
way, as indicated by Butex Gas Co. v. Southern Steel Co.5* The trial 
court had found invention in a new combination of old elements after 
listening to testimony so extensive as to constitute six hundred pages 
of the record on appeal. Nevertheless, the circuit court ruled that 


. . when the full facts as to what constitutes the invention are, 
as here, undisputed, it remains at last, for this court, giving due 


49 Lincoln Stores v. Nashua Manufacturing Co., 157 F.2d 154 (1st Cir. 1947), 
cert. denied, 329 U.S. 811 (1947). 

50 Hazeltine Corp. v. General Motors Corp., 131 F.2d 34, 37 (3d Cir. 1942). 

51 Supra note 9. But cf. the 1947 amendment, supra note 26. 

52 Mayo v. Lakeland Highlands Canning Co., 309 U. S. 310 (1940). 

53 Minnesota Mining & Manufacturing Co. v. Coe, 125 F.2d 198 (D.C. Cir. 
1941). But cf. the A. & P. case, supra note 1; United States v. Esnault-Pel- 
terie, supra note 20 


54123 F.2d 954, 955 (Sth Cir. 1941), cert. denied, 315 U.S. 824 (1942). 
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regard to the weight to be given to the grant of the patent and 
the finding of invention by the District Judge, to examine the 
record for itself and to determine whether, within the meaning 
of the statute conferring patent monopoly, there is invention and 
therefore patentability, 


citing the Sanitary case. 

However, this case is quite different from the Sanitary case, since 
here the record on appeal does not afford the appellate court the same 
opportunity to evaluate the testimony as had the trial judge, who 
heard it delivered. For this reason the case is important, since it 
more nearly treats invention as a question of law than does the con- 
trolling decision in any other circuit. 


D 
Seventh Circuit 


Prior to the Graver case, invention was termed a question of law 
in the Seventh Circuit.°*> The Seventh was the only circuit in which 
this was true. But the Graver decision served to reverse the position 
of this circuit on the matter, with the result that since Graver, no court 
of appeals has directly or indirectly termed invention a question of 
law. As Judge Major recently remarked in Hazeltine Research v. 
Admiral Corp.,** 


This confusion and uncertainty as to what constitutes a Find- 
ing of Fact in a patent case has been laid to rest by the Supreme 
Court [in the Graver case]. . . . Thus, there is no room longer 
to doubt that the issues most prevalent in patent litigation, and 
particularly those of validity or invalidity . . . are issues of fact 
and that a finding by the trial court on such issues is within the 
terms of Rule 52(a), which a court of review is not at liberty to 
set aside unless “clearly erroneous.” 


However, as would be expected in view of the novelty of this doc- 
trine to the Seventh Circuit, the court of appeals has not as yet de- 
cided whether all findings of invention shall be immune from review. 
For this reason, the question has been debated here far more fre- 
quently of late than in any other court of appeals. 

Several Seventh Circuit decisions have appeared containing the 


55 National Slug Rejectors v. A. B. T. Manufacturing Corp., 164 F.2d 333, 
336 (7th Cir. 1947), cert. denied, 333 U.S. 832 (1948), rehearing denied, 333 
bay (1948) ; Harley C. Loney v. Ravenscroft, 162 F.2d 703, 704 (7th Cir. 


56 Hazeltine Research v. Admiral Corp., 183 F.2d 953, 955 (7th Cir. 1950). 
Not to be confused with Hazeltine Corp. v. General Motors Corp., 131 F.2d 34 
(3d Cir. 1942). 
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flat holding that invention is a question of fact, without more.” Nat- 
urally, these are scarcely informative as to the precise attitude of the 
court. Of greater interest is a pair of cases following the reasoning 
of the Appalachian dissent. In the one, Associated Plastics Cos. v. 
Gits Molding Corp.,®* the court declined to review the trial court’s 
finding of invention, on the ground that no wrong principle of law 
had been applied in reaching that finding; but in the other, Falken- 
berg v. Bernard Edward Co.,®® the court overturned the decision of 
the trial court based on a finding of no invention, on the ground that 
an incorrect standard of invention had been applied.® 

A somewhat more cautious acceptance of the lower court’s find- 
ings of invention was evidenced in Trager v. Crest Specialty™ and 
the Hazeltine case,** in which review of such findings was denied in 
view of the extensive oral testimony and demonstrations, and Charles 
Peckat Manufacturing Co. v. Jacobs,* in which review was granted 
since the whole of the testimony was documentary. 

The Trager case immediately above will of course be recognized as 
the lower court version of the Crest case in the Supreme Court. 
And just as the Graver case, which also arose in the Seventh Circuit, 
produced there such a strong reaction, so also the Crest decision, 
though only per curiam, will make itself felt in that circuit. 


E 
Eighth Circuit 


The case of Trico Products Corp. v. Delman Corp.® might be taken 
conclusively to stand for the proposition that invention is treated as 
fact in the Eighth Circuit, were it not for a sharp caveat interjected 


57 Hunt v. Armour & Co., 185 F.2d 722, 727 (7th Cir. 1950); Barie v. Su- 
perior Tanning Co., 182 F.2d 724, 727 (7th Cir. 1950) ; Keuffel & Esser Co. v. 
Pickett & Eckel, 182 F.2d 581, 583 (7th Cir. 1950). 


58 182 F.2d 1000, 1004 (7th Cir. 1950). 
59175 F.2d 427, 430 (7th Cir. 1949), cert. denied, 338 U.S. 870 (1949). 


60 The trial court had applied the “flash of genius” test of the Cuno case, 
314 U.S. 84 (1941), noting that under the state of the law as it formerly ex- 
isted, there would probably have been a patentable invention. 79 F. Supp. 417 
(1948). But the court of appeals rejected “flash of genius,” declared that the 
law had not changed, construed the trial court’s statement as a finding of inven- 
tion, and declined to review that finding. 175 F.2d 427 (7th Cir. 1949). 


61 Trager v. Crest Specialty, 184 F.2d 577, 579 (7th Cir. 1950), rev'd, 341 
U.S. 912 (1951). 


82 Supra note 56. 

63 178 F.2d 794, 802 (7th Cir. 1949), cert. denied, 339 U.S. 915 (1950). 
64 Supra note 2. 

65 180 F.2d 529, 533 (8th Cir. 1950). 
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by Willis v. Town,®* in which case the rule of the Trico case was ex- 
plained as follows: 


This means that if, under the evidence and the applicable law, 
there is room for doubt as to whether a patent involves inven- 
tion or mere mechanical skill, a finding of the trial court upon 
that issue will not be disturbed upon appeal. It does not mean 
that a finding by a trial court that a patent involves invention, 
when the contrary clearly appears, is in any sense conclusive, 

citing Alemite Co. v. Jiffy Lubricator Co.* 

The judge in the Willis case then went into an extensive review of 
the evidence, finally concluding that the trial judge’s findings were 
correct. Such a review is of course inconsistent with the “clearly 
erroneous” rule; however, its occurrence in only a single case is 
hardly grounds for concluding that the Trico rule is not followed in 
the Eighth Circuit. 


F 
Ninth Circuit 


An excellent summary of the status of the problem in the Ninth 
Circuit is given by District Judge Yankwich, sitting with the court 
of appeals, in Pointer v. Six Wheel Corp.** After noting that inven- 
tion is ordinarily a question of fact, he goes on to list the recent 
instances in which it has been treated otherwise. None of these in- 
stances is indicative of any real split of authority ; but each is an inter- 
esting example of special circumstances when appellate review may 
be in order. For example, in Motoshaver v. Schick Dry Shaver,® 
the trial judge listed his findings of invention as conclusions of law, 
with the result that the circuit court treated them as such. Madsen 
Iron Works v. Wood was not decided by the trial judge who heard 
the testimony, that original judge having died; and hence the circuit 
court felt itself in as good a position as the substitute to rule on the 
question of invention. 

In the most recent decision in point, Cutter Laboratories v. Lyo- 


66 182 F.2d 892, 894 (8th Cir. 1950). 

87 176 F.2d 444, 445 (8th Cir. 1949), cert. denied, 339 U.S. 912 (1950). Actu- 
ally, the Alemite case does not support the proposition for which cited, but 
rather is an interesting case of a court with “burnt fingers” leaning over back- 
ward to declare a patent invalid despite a trial court’s finding of validity. Hav- 
ing in an earlier suit between the same parties in interest declared a patent 
covering similar subject matter to be valid, only to have the Supreme Court 
reverse, Lincoln Engineering Co. v. Stewart-Warner Corp., 303 U.S. 545, 547, 
548 (1938), the court of appeals in the Alemite case was so cautious as to 
apply the rigorous “flash of genius” test! 

68 177 F.2d 153, 156 (9th Cir. 1949), cert. denied, 339 U.S. 911 (1950). 

69112 F.2d 701 (9th Cir. 1940). 

70 133 F.2d 416 (9th Cir. 1943). 
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phile-Cryochem Corp., the court of appeals paid lip service to the 
traditional concept of invention as a question of fact, but went on to 
reverse the trial court on the basis of such of the proceedings below 
as appeared in the record, thus in effect reviving the Hanovia doc- 
trine,"* which had long since been abandoned by its own author. 
Hence it may be concluded that while the Ninth Circuit generally 
follows the rule of the other circuits that invention is a question of 
fact, the court of appeals does not feel itself slavishly bound by the 
trial court and may on occasion act on its independent judgment. 


G 


The Remaining Circuits 


The Second’* and Sixth’ circuits and the District of Columbia’ 
treat invention according to the general rule of the other circuits, as 
a question of fact. The problem has never arisen in the Fourth and 
Tenth circuits, due, of course, to the scarcity of patent cases in those 
jurisdictions. 


Conclusion 


From all of the above, it will be apparent that no strict rule for 
appellate review of findings of invention can be declared. 

Federal Rule 52(a) is of course helpful; but as seen, it cannot 
always be invoked with confidence. For although the courts of ap- 
peal have uniformly swung into line behind the Supreme Court in 
treating invention as a question of fact, they nevertheless will refuse 
to do so when they feel that an incorrect standard of invention has 
been applied, and may on occasion review the findings if they feel 
themselves in as good a position as the trial court to determine the 
facts of invention. 


71179 F.2d 80, 84 (9th Cir. 1949). 
72 Supra note 44. 


78 American Pad & Textile Co. v. Cluff Fabric Products, 139 F.2d 696 (2d 
Cir. 1944). 


74 Great Atlantic & Pacific Tea Co. v. Supermarket Equipment Corp., 179 
F.2d 636, 638 (6th Cir. 1950), rev'd on other grounds, 340 U.S. 147 (1950) ; 
O’Leary v. Liggett Drug Co., 150 F.2d 656, 666, 667 (6th Cir. 1945). In the 
Northern District of Ohio, Judge Jones has made a practice of appointing spe- 
cial masters in patent cases. Thus on appeal, such of the master’s findings as 
he concurs in are given greater weight than would otherwise be the case. Re- 
public Steel Corp. v. Farval Corp., 179 F.2d 719 (6th Cir. 1949), cert. denied, 
339 U.S. 938 (1950) ; United States Rubber Co. v. General Tire & Rubber Co., 
128 F.2d 104, 108 (6th Cir. 1942); Cleveland Trust Co. v. Schriber-Schroth 
Co., 92 F.2d 330, 335 (6th Cir. 1937). 


= Standard Oil Development Co. v. Marzall, 181 F.2d 280, 282 et seq. (D.C. 
Cir. 1950), which contains an excellent summary of several views on the sub- 
ject. 
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The recent A. & P. and Crest cases do not change the previous 
position of the Supreme Court, as declared in the Graver case. They 
do, however, serve as a sharp reminder to courts of appeal that if 
the thing patented seems on its face to lack patentable invention, then 
a finding to the contrary by the trial court, though supported by the 
most extensive testimony and demonstrations, may nevertheless be 
“clearly erroneous” within the meaning of Rule 52(a). 

This will inevitably lead to an abrupt increase in the number of 
appeals from decisions holding patents valid, which is unfortunate. It 
is unfortunate because such repeated study of the question of inven- 
tion, by court after court, tends to prevent the proper use of patents 
by holders in general and by small patent holders in particular. This 
is because, as a practical matter, the small patent holder simply can- 
not reserve the assets necessary to enable him to press suit from court 
to court should he need to. And of course, the cost of suit multiplies 
rapidly as the litigant climbs the judicial ladder. 

And in a broader sense the effect of the decisions is unfortunate. 
For while no new or stricter standard of law has been declared, these 
decisions nevertheless tend to increase an inventor’s difficulties in 
securing enforceable patent protection. Thus if patents stimulate in- 
vention, then conversely, that which tends to impair the enforcement 
of patent rights tends also to discourage invention. 

Of course, a balance must be struck, between the public interest in 
stimulating invention through patents, and the public interest in what 
would otherwise be the free use of the invention without the seven- 
teen-year delay interjected by the patent grant. But the two most 
recent Supreme Court decisions do lead one to question how well that 
balance is being struck, in view of the obvious discouragement to in- 
ventors and patent holders. Indeed, it seems doubtful whether the 
net effect of decisions such as these is in fact to further the consti- 
tutional aim of promoting the progress of the useful arts. 


Rosert J. Patcu. 


QUANTUM MERUIT AND CONTINGENT FEES IN 
INDIAN CLAIMS CASES 


I 
FouNDATIONS OF INDIAN CLAIMS 


In the less than one hundred years since Indian tribes roamed the 
North American continent following the migrations of the great wild 
herds, a profound change has come upon the life of these people. 
The Indian has been driven farther and farther from fruitful places 
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into the country’s dry unwanted sections. Under the guardianship 
of the Government his race and culture have all but been extinguished 
by a well-meaning but often ill-advised paternalism which stripped 
the warrior of his ancient and honored pursuits and sent him to 
wither on a reservation. A tragic pattern as old as the Vedic invasions 
of Prehistoric India. Both individual and governmental dealings with 
the Indians have reflected little glory upon the white man. Solemn 
treaties with the tribes were broken; land ceded by the Government 
for reservations was retaken without payment under eminent domain ; 
Indian range rights were violated; and white squatters occupied de- 
sirable areas of the reservations, further restricting the Indians’ mea- 
ger territory. Redress of these wrongs was difficult. The Indians 
were unlearned in the laws and the ways of the white man. They 
were largely without funds to engage competent attorneys. And 
few lawyers were willing to undertake the long and arduous litigation 
of a tribal claim on a contingent fee basis. Chances of success were 
much too risky. In addition the length of time, an average of 15 
years, which tribal suits involve discouraged all but the hardiest from 
the assumption of such a task. Nevertheless tribal claims have been 
prosecuted and recent suits against the United States have resulted 
in large judgments in favor of the plaintiff Indians. Since most of 
the suits were conducted for a fee contingent upon a successful out- 
come, the great size of fees claimed by the attorneys for the tribes 
upon a percentage of the total recovery has created a problem for the 
Court of Claims which has caught the interest of lawyers and lay- 
men alike. As will be demonstrated there appears to be a limit 
upon the amount of money the court will allow to be paid as attor- 
neys’ fees, 
II 


THE CRITERIA OF QUANTUM MERUIT 


Of recent successful tribal litigation the case of The Confederated 
Bands of Ute Indians v, United States,’ brought against the Govern- 
ment for the taking of more than 16 million acres of land, is clearly 
outstanding. An examination of this suit which resulted in the larg- 
est judgment ever entered in favor of tribal claimants by the Court 
of Claims,* will reveal what are the criteria for determining the amount 
of recompense to be awarded for legal services in these cases. 


1 Of the total of 175 suits finally disposed of by the Court of Claims and the 
Indian Claims Commission during the existence of these tribunals to the end 
of 1950, final judgments were entered in favor of Indian tribes in only 48 cases. 
In 72.5% of the cases no recovery of any kind was allowed, the services of the 
attorneys going for naught. Wilkinson, Affidavit 449. 

2177 Ct. Cl. 433 (1950). 

8 Commissioner’s Report 59, Fdg. 93 (e) (1951). 
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The jurisdictional act, under which the four suits comprising the 
Ute cases were prosecuted, is typical of legislation granting the con- 
sent of the Government to be sued by its Indian wards. It pro- 
vided that the Court of Claims should decree “such fees, as based 
upon a quantum meruit, it . . . shall find reasonable.” * (Italics sup- 
plied.) A maximum fee of 10 percent of the recovery was set. On 
July 30, 1950, the Court of Claims entered judgments in favor of the 
Utes totaling $31,938,473.43. Ernest L. Wilkinson, the attorney of 
record for the Utes (here in after called the Attorney), sought an 
award of the maximum ten percent, $3,193,847.35, as a reasonable fee 
for 19 years of continuous work on the claims by himself and others. 
The court denied the maximum fee and in its opinion of November 


6, 1951, allowed a recovery of $2,800,000.00, or 834 percent of the 
total judgment.’ 


The court® adopted verbatim the Report of the Commissioner as to 
the factors generally considered in awarding compensation to attor- 
neys.® They are set forth as follows: 


(1) The nature of the undertaking and the character of the 
services required. 

(2) The responsibility assumed. 

(3) The professional repute, standing, ability, and experience 
of counsel. 

(4) The services rendered, including the time and labor re- 
quired. 

(5) The magnitude and importance of the cases. 

(6) The novelty and difficulty of the questions involved. 

(7) The opposition encountered. 

(8) The results accomplished and the benefits flowing to the 
clients. 

(9) The professional competence displayed, including skill, 
industry, and diligence. 

(10) The fidelity of counsel to the interests of their clients. 

(11) The contingent nature of the employment and the haz- 
ards and risks involved. 

(12) The loss of income and opportunities for other employ- 
ment due to the employment of counsel in the litigation for 
which compensation is to be awarded. 

(13) Customary charges and going rates of attorneys for sim- 
ilar services. 

(14) The ability of the clients to pay.’° 


#52 Srat. 1209 (1938), as amended, 55 Strat. 593 (1941); 57 Srar. 160 
(1943) ; 60 Srar. 255 (1946); 60 Srar. 1049 (1946); 62 Srar. 1228 (1948). 

5 Section 8 was amended by 60 Start. 255 (1946). 

6 Supra, note 2. 

7 Opinion of November 6, 1951 on motion for award of attorneys’ fees. 

8 Supra, note 7 at 58. 

®Comm’r Rept. 58, Fdg. 92. 

10 See the similar criteria promulgated by the Canons of Ethics of the 
American Bar Association, Canon 12. 


9 
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These then are to be the ingredients of quantum meruit by which 
reasonable contingent fees are to be established in tribal claims cases. 


III 


CRITERIA APPLIED TO THE UTE LITIGATION. 
NATURE OF THE SERVICES 


A brief survey of the history of the Ute case makes apparent the 
extraordinary efforts required of the Attorney and his associates in 
the successful prosecution of these claims. It would not be desirable 
here to indulge in a detailed analysis of each technical phase of the 
case, but a selected number of the services rendered will be reviewed 
so that the content of some of the foregoing criteria may be more 
patent. 

All aspects of legal endeavor were involved. The legislative work 
alone required 14 years of continuous application. Enactment of the 
Ute Jurisdictional Act of 1938 and its amendments of 1941, 1943, 
1946, and 1948 was necessary." This legislation also provided 
authority for the expenditure of tribal funds to meet the expenses of 
litigation.” To prevent reduction of judgments by gratuitous set-offs 
it was necessary to obtain enactment of the Indian Claims Commis- 
sion Act.%* In addition to obtaining an appropriation for payment 
of the judgments, the Attorney had to guard continuously against 
legislation which would prejudice the interests of his clients.’ 

Administrative work included a long investigation of the history 
of the Utes from the first Ute treaty in 1848, a study of all files in all 
departments relating to the Utes,** obtaining administrative approval 


1152 Strat. 1209 (1938), as amended, 55 Srar. 593 (1941); 57 Srar. 160 
(1943) ; 60 Stat. 255 (1946); 60 Stat. 1049 (1946); 62 Star. 1228 (1948). 

“During the 75th Congress, 68 Indian jurisdictional bills were introduced. 
Five were passed. Four, including the Ute jurisdictional act, were enacted into 
law.” Comm’r Rept. 19, Fdg. 31. 

12 Supra, note 5. It is to be observed that the award sought by the Attorney 
is for fees only and does not include reimbursement for cash advanced. 

A total of $434, 250 of the Indians’ money was expended in costs of litigation. 
Wilkinson, Aff. 447. 

1360 Star. 1049 (1946). 

14 Wilkinson, Aff. 24. 

15“This included the War Department (which had jurisdiction of Indian 
affairs until 1849); and the Department of Interior since 1849, which in these 
cases involved a study of records of the Indian Bureau, Bureau of Land Man- 
agement, Geological Survey and Bureau of Mines; the Treasury Department, 
particularly the tribal accounts; the Senate and House of Representatives (some 
of which were located in unclassified boxes in the attic of the Senate Office 
Building) ; ; and more recently, the Archives of the United States. 

. . + Mo agency of the government is charged with the responsibility of 
maintaining current accounts of transactions between the United States and 
the various Indian tribes. It is impossible, therefore, in advance of trying an 
Indian case, to ascertain the status of such accounts except by lengthy and 
exacting investigation. . . . In the course of our investigations, however, we dis- 
covered that the United States had disposed of some 1,361,993.22 acres of Ute 
lands as free homesteads for which no accounting or payment had ever been 
made to the Utes.” Wilkinson, Aff. 25-26. 
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of pending legislation and of disbursements, and finally, the negotia- 
tion of settlements in all four cases. 

The litigation of the claims was, in itself, a very large undertaking.** 
The Commissioner found that 70 lawyers (the Attorney and 69 asso- 
ciates ), devoted a total of 62,000 hours to work upon the claims over 
a period of 19 years.’* 

While the Ute cases were pending it became advisable for the 
Attorney to assist in litigation not directly connected with the prosecu- 
tion of the Ute claims, as the ancillary litigation involved issues which 
might influence the result of his clients’ claims. Memoranda of law 
were filed,** and, in Pope v. United States,’ a brief amicus curiae was 
submitted to the United States Supreme Court. 

The benefits flowing to the plaintiffs are large. The combined mem- 
bership of the Confederated Bands, composed of the Uncompahgre, 
White River, Southern and Ute Mountain Utes, is 1809 men, women 
and children. The judgments represent a net per capita gain, after 
deducting expenses and the highest possible award of fees, of $15,600. 
The size of the recovery will provide enlarged economic, educational 
and cultural opportunities for each individual.?° 


IV 
CONTINGENT FEES IN OTHER FIELDS or LAW 


In general the prosecution of a case upon an entirely contingent 
basis is not viewed with approval.” In the Ute case, the expenses, at 
least, were paid out of tribal funds and the Attorney was not left to 
seek reimbursement after recovery of a favorable judgment. That 
this is not always the practice may be seen in Alcea Band of Tilla- 
mooks v. United States ** where in cases numbered 45231 and 45230 


16“ . . The trial of one aspect of the largest case (45585), . . ., required 
some 16 continuous weeks, resulting in a transcript of 10,281 pages and 1,259 
exhibits. The taking of testimony on other aspects of this case was also com- 
menced, resulting in a total transcript of 11,065 pages and 1,324 exhibits, with 
the total of transcript and exhibits aggragating 34,504.” Wilkinson, Aff. 29. 

17 The first contracts with the Utes were made by Captain Bonnin in August 
1932. These were assigned to the Attorney in 1935. Thus the Attorney has 
devoted a period of 16 years to the Ute litigation. Comm’r Rept. 10, Fdg. 16. 

18 United States v. Hanson, 153 F.2d 162 (10th Cir. 1946). 

19 323 U.S. 1 (1944). 

20Comm’r Rept. 61, Fdg. 94. 


21 See the statement of Rufus Poole, mimeographed transcript of hearings on 
proposed regulations to govern Indian tribal attorney contracts, Jan. 4, 1952 at 
197, 216 and 218. “In the judgment of the American Bar Association work 
entirely on a contingent basis, fee and expenses, contravenes the spirit and is in 
violation of Canon 42. . . . Nothing comparable in commercial practice 
requires that the percentage of the contingent fee be left in doubt until re- 
covery is had.” 

22119 Ct. Cl. 835 (1951). 
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the attorneys advanced a combined total of $25,503.38 to cover costs 
of investigation of claims, services of experts, and litigation.** 

Comparison of awards in tribal claim suits with awards of contin- 
gent fees in other branches of the law is illuminating as it shows the 
importance placed upon a hazardous suit undertaken on a contingent 
basis as regards the amount of fee to be awarded. Attorneys for 
trustees in bankruptcy are awarded from 10 to 25 percent of the 
assets collected and conserved.** In condemnation cases 10 percent 
is usually the minimum. In tax cases the customary charge is from 
10 to 30 percent of any recovery. In personal injury cases which in- 
volve a relatively short time and uncomplicated issues the attorney 
may recover from 25 to 33% percent of the award.*® Stockholders’ 
derivative suits are most analogous to tribal cases in the length of 
time and the intricacy of facts and issues involved. Contingent fees 
are quite usual in this type of suit since the arrangement provides a 
means for the assertion of rights of those who might otherwise be un- 
able to bear the cost of prolonged litigation.2* In Adams v. Rocke- 
feller,” a stockholders’ derivative suit, recovery of $2,500,000 was 
had. Attorneys’ fees of 3314 percent were allowed totaling $833,333.33. 
The court felt that since the attorney had, in effect, created the sum 
recovered by his skill and industry the recovery should therefore be 
treated “like a case of salvage on a derelict.”?* This philosophy 
might, with equal force, be applied to Indian claims, since the clients 
rarely have any reliable idea of the existence, nature or extent of 
their claims.2® The tribal attorney must dig them out for himself. 
In these cases it may be truly said that “any fruit produced is wholly 
the work of the plaintiff’s counsel.” *° High percentage fee allow- 
ances are limited by the obvious necessity that the Indians retain as 
much of their judgment as possible. Also a “ceiling” on possible fees 
protects the Indians from exorbitant charges by unscrupulous attor- 
neys. The latter consideration is not of controlling importance since 
all contracts of employment between attorneys and tribal clients must 
be approved by the Secretary of the Interior.** 

28 Opinion of Dec. 4, 1951 at 5 on motions for award of attorney’s fees, reim- 
bursement for cash advanced, and fixing of compensation for expert services. 

hn! ne analysis of bankruptcy cases see Trustees v. Greenough, 105 U.S. 527 
Ce Comm’r Rept. 64, Fdg. 98 (b). 

26 SMITH, JUSTICE AND THE Poor 38 (3rd ed. 1924). 

27 Clerk’s Index No. E13-363, U.S.D.C.S.D.N.Y. Opinion No. 138, p. 4, 
Dec. 28, 1920 and Opinion No. 141, p. 35, April 6, 1921. 

28 SMITH, op. cit. supra note 26, at 156. 

29 Comm’r Rept. 13-14, Fdgs. 23, 24. 


80 Hornstein, The Counsel Fee in Stockholders’ Derivative Suits, 39 Cov. L. 
Rev. 784, 812 (1939). 

31 See further on this point mimeographed transcript, Hearings on Proposed 
Regulations to Govern Indian Tribal Attorney Contracts. Jan. 3 and 4, 1952, 
passim. 
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V 
Reports, RECOMMENDATIONS AND DECISIONS 


The Report of the Commissioner, filed May 29, 1951, recom- 
mended an award of the full 10 percent. This report embodied the 
emphatic opinion of the Commissioner that the services, skill and 
fidelity of the Attorney accorded in the highest degree with the cri- 
teria set out in Finding 92 at page 58 of the Report. The Commis- 
sioner pointed out that although the judgment in case numbered 
45585 ($24,445,452.29) was the largest ever entered in the Court of 
Claims, an award of fees as large as the maximum permitted in the 
Ute cases ($3,193,847.35) was not entirely without precedent in the 
law. The Commissioner cited the Lehigh Valley Railroad (Black 
Tom Explosion) claim before the Mixed Claims Commission (United 
States and Germany )*? wherein the successful attorney was awarded 
50 percent of the $10,000,000 recovery. In the only other case in- 
volving so large a fee,** a stockholders’ derivative suit, counsel was 
allowed 13% percent of the $33,000,000 recovery, or $4,450,000. 

In applying the standards for awarding contingent fees on the basis 
of quantum meruit the Commissioner said: 


. . the courts generally do not attempt to relate the awards 
to specific components . . . . Broad latitude is given to the 


speculative nature of the undertaking and where counsel are 
successful in obtaining generous recoveries the courts are liberal 
in awarding fees as to both percentages and amounts. The 
courts must be satisfied . . . that the remuneration of counsel 
is not unconscionable. What is unconscionable may be measured 
by the relation of counsel’s remuneration (1) to the amount 
of the recovery and (2) to the quantity and quality of the serv- 
ice rendered.** 


On August 20, 1951, the Government filed a memorandum on the 
Commissioner’s Report. It set forth four points to support the 
Government’s contention that on a basis of quantum meruit less than 
the maximum fee should be paid. These points were: 

(1) The Attorney was not faced with all of the hazards and bur- 
dens ordinarily assumed by attorneys in Indian claims cases, because 
(a) the plaintiffs were almost certain to recover judgments after the 
passage of the Adams Amendment * establishing the Government’s 


82 Final opinion of the American Commissioner, Lehigh Valley Railway, 
Claimant, and Amos J. Peaslee, Attorney, Docket No. 8103, in the matter of 
fixing reasonable fees of agents and attorneys under §9 of the Settlement of 
War Claims Act, Decision No. 79, the American Mixed Claims Commission, 
United States and Germany, as contained in the National Archives. 

33 Loft, Inc. v. Guth, 23 Del. Ch. 235, 5 A. 2d 503 (Sup. Ct. 1939). 

84Comm’r Rept. 74, Fdg. 101 (c). 

85 52 Strat. 1210-1211 (1938). 
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liability in eminent domain for declaring undisposed of land to be 
“the absolute property of the United States,” the only question there- 
after being the amount of recovery; and (b) the Attorney assumed 
no risk for costs and expenses of litigation.** 

(2) The most important factor leading to the large judgment in 
45585 (the Adams Amendment) was not the result of efforts of the 
Attorney.*” 

(3) The maximum fee should not be paid for less than maximum 
services. All of the cases were compromised and none went to final 
judgment. The Government felt that since the maximum effort of 
which the cases were potentially capable had not been necessary the 
Attorney should not recover the maximum fee allowed by law. 

(4) The fees should be considered in terms of dollars and not in 
terms of percent. That is, the question should be what sum of money 
represents the reasonable value of the services, not what percent of 
the recovery should the fee be. 

The court in its opinion of November 6th appears to have been 
greatly influenced by the Government’s memorandum. It is the points 
listed above which apparently overcame the recommendation of the 
Commissioner that a maximum fee, based on quantum meruit, be 
awarded. The court had no doubt as to the excellence of the Attor- 
ney’s services and gave him high praise saying, “We . . . can see no 
instance in which we think the interests of the plaintiff bands of In- 
dians could have been better served.” ** The court announced three 
reasons for its decision to give less than the 10 percent claimed. First, 
so large a fee “shocked” the court. Second, the Adams Amendment 
was not the result of the Attorney’s work and that piece of legislation 
was the basis of the determination of the fact of liability by interlo- 
cutory judgment as early as 1943.°° Thus there was left for the At- 
torney only the problem of “how much?” The third and last of the 
ratia decidendis was the Government’s argument that the Attorney 
did not have to carry the cases to the last stages of litigation.*° 


VI 
SuBSEQUENT AWARDS 


Three large awards of attorney’s fees in Indian claims suits have 
been made since the decision in the Ute case. In Alcea Band of Tilla- 


36 Supra note 12. 

37 Comm’r Rept. 16-17, Fdg. 26. 

88 Opinion Nov. 6, 1951 at 72. 

39 Confederated Bands of Ute Indians v. United States, 100 Ct. Cl. 413 (1943). 
40 See Government’s third point, Memorandum of the Defendant on the Re- 


port of the Commissioner Recommending an Award of Attorney’s Fees, Aug. 
20, 1951, at 7. 
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mooks v. United States a judgment of $2,259,986.90 was entered. 
In Rogue River Tribe of Indians v. United States plaintiffs were given 
judgment of $377,447.59 plus 4 percent interest on the principal 
amount of $67,820 from date of judgment (April 3, 1950) to payment. 
Attorneys for plaintiffs in both suits were the same. They were 
awarded the maximum of 10 percent of the judgments in each case, 
$225,998.69 in the Alcea case and $67,820 in the Rogue River case. 
The third case awarding fees was The Menominee Tribe of Indians 
v. United States decided February 5, 1952.** Here again the 10 per- 
cent ceiling was allowed. The attorneys received $850,000 of the 
$8,500,000 judgment. In all material aspects these three cases and 
the jurisdictional acts under which they were prosecuted are similar to 
the Ute case. In fact these three cases appear to have involved less 
time and fewer lawyers than the Ute litigation. Great diligence and 
skill characterized the performance of the attorneys in all four cases 
and yet the smallest recovery, percentage-wise, was allowed in the 
Ute case where by far the largest judgment was obtained. 


CONCLUSION 


The criteria for determining contingent fees upon a quantum mer- 
uit as set forth in the Commissioner’s Report in the Ute case provide 


a standard adaptable to the average case. The court, however, was 
not dealing with an average case. The large size of the fee claimed 
brought conflicting policies into play. Indian litigation, while analo- 
gous to large business suits, has the additional factor that the con- 
tinuation of the very existence of a tribe may depend upon its getting 
all possible return from a judgment rendered in its favor. It appears 
vital, therefore, that some added standard must be applied which will 
do justice to the attorneys who have faithfully spent time and energy 
in the successful enforcement of tribal rights. The court was prob- 
ably groping for some such supervening criterion in the Ute decision 
when it announced that it was “shocked” at the prospect of a 
$3,200,000 fee. This, it is submitted, was the real crux of the court’s 
opinion, the other points merely serving to lend the weight of reason 
to the real basis of decision. If this were not true, and if the Alcea, 
Rogue River and Menominee cases are to be reconciled with the Ute 
case, the fact that the final judgment in the Ute case was entered upon 
a settlement and the fact that the Attorney in that case took less than 
the maximum of risks, cannot have been the controlling features. 
Judgment upon settlement and freedom from maximum risk were 


#1 Supra note 22. 
42 Decision of Feb. 5, 1952 on the petition and motion of attorneys for the 
Menominee tribe of Indians for an award of fees. 
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parts of the Menominee case. The Alcea and Rogue River cases 
contained elements of similar nature. These three decisions which 
followed the Ute case in point of time and which awarded a 10 percent 
fee to the attorneys whereas the Ute case did not, cannot be distin- 
guished upon the basis of a difference in the quality of the service 
which the attorneys rendered. The court in its decision in the Ute 
case took occasion to announce that the interests of the plaintiffs 
could not have been better served. The difference then must lie in 
the great size of the judgment obtained in the Ute case. 

The Ute decision does not do violence to one’s sense of justice. A 
sum of $2,800,000 is indeed a “generous reward.” It is felt that the 
court arrived at a correct conclusion, but the standard it set is not 
definitive and thus leaves something to be desired as to certainty. It 
is difficult to fix a line of cleavage between a fee of $3,200,000 which 
“shocks” the court, and a fee of $2,800,000 which does not. Subjec- 
tive reaction is a poor basis for precedent and for evaluating future 
results. Satisfactory resolution of the matter must await the decisions 
in future cases. In the meanwhile an attorney embarking upon tribal 
litigation may take but cold comfort from the Ute decision. A slid- 
ing scale of fees is needed. Such a scale should be determined in the 
light both of the amount of judgment and the established criteria of 
quantum meruit as observed in cases involving issues separate from 
Indian claims. The decision in the Ute case probably reflects the 
Court of Claims’ sense of the need for an elastic standard for attor- 
neys’ fees in the Indian claims cases. 


Frances L. Nunn. 


FEDERAL JURISDICTION OVER PENDENT CLAIMS OF 
UNFAIR COMPETITION 


IN 
PATENT, TRADE-MARK, AND COPYRIGHT ACTIONS 


Revision of the Judicial Code in 1948* has rekindled the problem 
of pendent jurisdiction in patent, trade-mark, and copyright cases. 
The question is whether, when deciding claims asserted under the 
patent, trade-mark, or copyright laws, the federal courts have juris- 
diction to adjudicate related common law claims of unfair competi- 
tion for which there is no independent jurisdictional basis.? Not 


128 U.S.C. §§ 1-2680 (1948). 

2 The problem here considered is but a part of the more general question of 
pendent jurisdiction, also termed derivative or ancillary jurisdiction. Where 
jurisdiction is based on diversity of citizenship, an almost unlimited joinder of 
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until the enactment of Title 28, United States Code, section 1338(b)* 
was there a federal statute dealing precisely with this question. 

The present note considers the impact of section 1338(b) upon 
the law of pendent federal jurisdiction. This statute assumes particular 
importance in view of the implications of Ross Products, Inc. v. New- 
man,* which denied the existence under section 44 of the Lanham 
Act® of an independent basis for federal jurisdiction over unfair 
competition on the ground that a contrary decision would nullify the 
later enacted section 1338(b). 


I 
Law Prior To Section 1338(b) 


Early decisions of inferior federal courts generally refused to 
grant relief against unfair competition in suits for infringement 
where the requirements for diversity jurisdiction were lacking.° A 
few of the courts were absolute in their denial of jurisdiction.’ Others 
included injury resulting from common law unfair competition as 
an element of damages in cases where, for example, validity and 
infringement of a patent were found, but denied the possibility for 
relief where either element was decided against the party asserting 
the patent right.® 

In the leading case of Hurn v. Oursler® the Supreme Court 
established that federal courts may decide pendent claims of unfair 
competition under certain circumstances. The Court followed previous 
decisions affirming such jurisdiction in cases arising under the Consti- 
tution *® and rejected a suggested distinction based upon the fact 
that the Hurn case arose under federal statute.” Mr. Justice Suther- 


claims is permitted, since a party may jo in either as independent or alternative 


claims as many claims, legal or equitable or both, as he may have against an 
opposing party. Fep. R. Civ. P. 18(a). While ‘pendent common law claims 
may be decided under certain circumstances when asserted either by plaintiff 
or defendant, the mere joinder of such claims with federal claims can not 
extend the jurisdiction of the courts. For a comprehensive discussion of pendent 
jurisdiction see 2 Moore, Fep. Practice § 2.06[5] (2d ed. 1948) ; 3 id. § 18.07[1]. 

3 Eff. Sept. 1, 1948. 

494 F. Sup 566 (S.D. N. Y. 1950). -~_~Y Stauffer v. Exley, 184 F.2d 962 
(9th Cir. 1950), Note, 19 Geo. Wasu. L. Rev. 701 (1951); cf. The Old Read- 
a +. % Inc. v. Lebanon Valley Brewing Co., 92 U.S.P.Q. 38 (M.D. 

enn. . 

560 Stat. 427, 443, 15 U.S.C. §§ Ne 1126 (1946). 

6 See Note, 40 Harv. L. Rev. 298 (1926). 

7 See, oo~ Planten v. Gedney, 224 Fed. 382, 386 (2d Cir. 1915). 

8 See, e.g., Taylor v. Bostic, 299 Fed. 232 (3d Cir. 1924). 

9289 U.S. 238. (1933), Notes, 33 Con. L. Rev. 699 (1933), 1 U. or Cur. L. 
Rev. 480, 484 (1934). 

10 Siler v. Louisville & Nashville R.R., 213 U.S. 175 (1909). The basic 
case is Osborn v. U.S. Bank, 9 Wheat. 738 (U.S. 1824). 

11 See Levering & Garrigues Co. v. Morrin, 61 F.2d 115 (2d Cir. 1932), for a 
statement of the alleged distinction. 
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land for the majority held that pendent jurisdiction was proper where 
common law unfair competition was one of the grounds in support 
of a single cause of action” supported also by a substantial federal 
ground, but was not proper where the claim of unfair competition 
and the federal claim constituted two distinct causes of action.” 
This test proved to be susceptible to widely divergent interpreta- 
tion and resulted in considerable confusion. In the second circuit, 
where the decisions are especially difficult to reconcile,* the court 
of appeals, Judge Clark dissenting, has insisted that a claim of 
unfair competition and a claim under a federal statute are separate 
causes of action unless there is substantial identity of facts and proof 
between them.” Judge Clark, on the other hand, has strongly advo- 
cated that a claim of unfair competition and a federal claim constitute 
different grounds for a single cause of action where they have a 
common core of operative facts and substantial overlapping of proof.” 


II 


Section 1338(b) 
Section 1338(b) provides: 


The district courts shall have original jurisdiction of any civil 
action asserting a claim of unfair competition when joined with 
a substantial * and related claim under the copyright, patent or 
trade-mark laws.” 


This section evolved from a proposal by Professor James Moore 
that there be added to the grant of federal jurisdiction in cases 


12 The Court quoted Baltimore S. S. Co. v. Phillips, 274 U.S. 316, 321 
(1927), for a definition of cause of action, to wit: “A cause of action does 
not consist of facts, but of the unlawful violation of a right which the facts 
show.” Nevertheless, the Court considered that certain claims in Hurn “. . . so 
precisely rest upon identical facts as to be little more than the equivalent of 
different epithets to characterize the same group of circumstances,” supra 
note 9, at 246. 

13 The Supreme Court reaffirmed the test in Armstrong Paint & Varnish 
Works v. Nu-Enamel Corp., 305 U.S. 315 (1938), Notes, 7 Geo. Wasn. L. 
Rev. 550 (1939), 52 Harv. L. Rev. 697 (1939). 

14 See Note, 52 Yate L. J. 922 (1943), for a study of second circuit decisions. 

15 See, ¢.g., the majority opinions in Zalkind v. Scheinman, 139 F.2d 895 
(2d Cir. 1943), cert. denied, 322 U.S. 738 (1944); Musher Foundation, Inc. 
v. Alba Trading Co., 127 F.2d 9 (2d Cir.), cert. denied, 317 U.S. 641 (1942). 

16 See, ¢.g., the dissenting opinion cases cited supra note 15, and in Lewis 
v. Vendome Bags, Inc., 108 F.2d 16 (2d Cir. 1939), cert. denied, 309 U.S. 
660 (1940). : 

17 The requirement of a substantial claim is designed to prevent a collusive 
or back door approach to the federal courts. Cases prior to § 1338(b) hold 
that jurisdiction is proper where a federal claim is not “plainly unsubstantial.” 
See, ¢.g., Pure Oil Co. v. Puritan Oil Co., 127 F.2d 6 (2d Cir. 1942). The 
same test should apply under the statute. It is noteworthy that the statute does 
not require that the claim of unfair competition be substantial. 6 

18 The statute was not intended to affect claims other than unfair competition. 
See Strachman vy. Palmer, 177 F.2d 427 (ist Cir. 1949). 
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under the patent, copyright, and trade-mark laws the following: 
“. , and of all claims for unfair competition related thereto.” ” 
Professor Moore supported this as constitutionally justified and 
oe needed to promote a uniform federal law on unfair competi- 
tion; and to avoid the piecemeal litigation that is now compelled by 
some decisions, notably those in the Second Circuit.” *° 

In the preliminary draft of the revision of the Judicial Code™ a 
restrictive version of Professor Moore’s suggestion was incorporated 
as section 1360,” which conferred jurisdiction over claims of unfair 
competition “. . . when joined, as a single cause of action, with a 
substantial claim under the copyright, patent or trade-mark laws.” 
The Reviser’s Note to this draft provided: 


This new section is intended to avoid “piecemeal” litigation 
to enforce common-law and statutory copyright, patent and 
trade-mark rights by specifically permitting such enforcement 
in a single civil action in the district court. While this is the 
rule under federal decisions, this section would enact it as 
statutory authority. The problem is discussed at length in Hurn 
v. Oursler, . . . and in Musher Foundation v. Alba Trading 
Co. . . . (majority and dissenting opinions). 

This section continues to leave to judicial construction the 
question of what constitutes “a single cause of action.” 


The preliminary draft was rejected as too limited and was re- 
placed by the present section 1338(b). However, except for deletion 
of the second paragraph, the substance of the Reviser’s Note was 
not changed.” 

Section 1338(b) was hailed as a welcome extension of the Hurn 
rule. According to one commentator, “The use of the phrase ‘related 
claim’ gives courts an opportunity to depart from the strict test of 
substantially identical facts.” ** Another stated, “Many circumstances 
will suffice to show ‘relation’ where the grievances would not be held 
to rest on operative facts sufficiently identical to keep the cause of 
action ‘single’ within the purport of the present rule.” * 


19 Kleinman v. Betty Dain Creations, Inc., 189 F.2d 546, 551 (2d Cir. 1951), 
n.6 to dissenting opinion. 


20 [bid. 

21 REVISION oF Jup. Cope, Pretim. Drart (Oct. 30, 1945). 

22 Section 1360 provided: “The district courts shall have original jurisdiction 
of any civil action for unfair competition arising out of a claim of uncopyrighted 
matter, unpatented invention or unregistered trade-mark when joined, as a 


single cause of action, with a substantial claim under the copyright, patent or 
trade-mark laws.” 


23 Supra note 19. 
24 Note, 60 Harv. L. Rev. 424, 430, 431 (1947). 


25 Weschler, Federal Jurisdiction and the Revision of the Judicial Code, 13 
Law & Contemp. Pros. 216, 232 (1948). 
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Unfortunately, these prospective appraisals of the statute are far 
more optimistic than many judicial interpretations of section 1338(b) 
now justify. While the Supreme Court yet has not seen fit to rule 
upon the new statutory authority, several court of appeals decisions 
and a large number of district court decisions have considered its 
effect upon the law under Hurn. Controversy over the meaning of 
“cause of action” has been supplanted by confusion over the meaning 
of “related claim.” It has even been contended by some federal jurists 
that the statute was intended merely as codification of the Hurn 
rule *—some cases expressly so holding,” and some cases so holding 
in effect by reliance on the Hurn doctrine without reference to the 
statutory language.” 


III 


SEconp Circuit DEcIsIons 


Prior to Hurn v. Oursler the second circuit’s strong opposition to 
the recognition of jurisdiction over pendent claims of unfair competi- 
tion was known as “The Second Circuit Rule.” Subsequent to 
Hurn and prior to section 1338(b) the circuit adopted a view which 
severely limited the application of the Supreme Court decision.” 


The court of appeals has recently considered the effect of section 
1338(b) in five adjudications—Kaplan v. Helenhart Novelty Co.;™ 
Cutting Room Appliances Corp. v. Empire Cutting Machine Co.;” 
Paramount Industries v. Solar Products Corp.;™ Kleinman v. Betty 
Dain Creations, Inc.; * and Schreyer v. Casco Products Corp.™ 

The Kaplan case involved three issues—patent validity and in- 
fringement; common law trade-mark infringement; and misuse of 


26The rationale of these cases is reliance upon the Reviser’s Note to 
§ 1338(b). Such reliance appears to be ill-founded, since substantially the 
same Reviser’s Note accompanied the preliminary draft of the statute, which 
was framed in terms of “cause of action” and which was rejected as too limited. 

27 Kleinman v. Betty Dain Creations, Inc., supra note 19; Cutting Room Ap- 
my Corp. v. Empire Cutting Machine "Co., 186 F.2d 997 (2d eCir. 1981) ; 

aplan v. elenhart Novelty 182 F.2d 311 (2d Cir. 1950); Langwood 
Products, Inc. v. Deluxe Game aos p. 9 F.R.D. 418 (E.D. N.Y. 1949). 

28 Dubil v. Rayford, 184 F.2d 899 (9th Cir. 1950); Telechron, Inc. v. Teli- 
con Corp., 97 F.Supp. 131 (D. Del. 1951); Weinberg v. Rogers Imports, Inc., 
90 F.Supp. 503 (Sb, N.Y. 1950); Navy Club of United States of America 
v. All-Navy Club of United States of America, 85 F.Supp. 679 (D. R.I. 1949). 

29 See, $B the case cited supra note 7. 

80 See, ¢.g., the cases cited ome notes 15 & 16. 

81182 F.2d 311 (2d Cir. 1950). 

82 186 F.2d 997 (2d Cir. 1951). 

33186 F.2d 999 (2d Cir. 1951). This case involved “palming-off.” Since 
jetta under §1338(b) was conceded, the case will not be discussed 
urther. 

34189 F.2d 546 (2d Cir. 1951). 

35 190 F.2d 921 (2d Cir. 1951), cert. denied, 342 U.S. 913 (1952). 
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the patent at bar, allegedly constituting common law unfair competi- 
tion. The court held that section 1338(b) “. . . reflects the so-called 
Hurn v. Oursler doctrine” * and ruled that the common law trade- 
mark claim was distinct from the claim under the patent laws, hence, 
not cognizable in the federal courts; while the claim of misuse was 
sufficiently related to the claim under the patent laws for the assump- 
tion of jurisdiction under section 1338(b).** No reference was made 
to Derman v. Stor-Aid,* which prior to section 1338(b) denied 
jurisdiction on substantially analogous allegations of misuse.” 

In the Cutting Room case the court signals a trend toward a liberal 
view of pendent claims of unfair competition, although again paying 
lip service to the Hurn doctrine. Cutting Room followed Kaplan 
on facts indicating misuse of a patent substantially as in the latter 
suit, but expressly overruled Derman v. Stor-Aid. 

In the Kleinman case, the plaintiff prayed relief for patent in- 
fringement and for defendant’s use of the invention, which had been 
disclosed in confidence prior to issuance of the patent. The court 
unanimously affirmed the district court holding that the patent was 
invalid, and the majority further agreed that there was no jurisdic- 
tion to consider the common law claim, diversity lacking. Denying 
the applicability of section 1338(b) to the facts at bar on the theory 
that there was no claim of unfair competition, the majority opinion 
found from the presence of an oral contract by which defendant 
would compensate plaintiff for the use of the invention, that “The 
complaint . . . sounds primarily in contract.” “° Judge Clark, dis- 
senting, viewed the majority opinion as an unwarranted limitation of 
the statutory term “unfair competition” to perhaps palming-off, observ- 
ing, “The palming-off doctrine is only one sardine among all the 
fish in the ocean.” “* Judge Clark argued that plaintiff’s common law 
claim was a claim of misappropriation of a confidential disclosure, 
truly unfair competition, and that contrary to dictum in the majority 
opinion the claim was a “related claim” within the meaning of the 
statute. 

Schreyer v. Casco Products is the first real indication that Judge 
Clark’s view of section 1338(b) may be in process of acceptance in 


36 Supra note 31, at 312. 
87 Accord., Steinhart Novelty Co. v. Arkay Infants Wear, Inc., 10 F.R.D. 


321 (E.D. N.Y. 1950); cf. Foundry Equipment Co. v. Carl-Mayer Corp., 10 
F.R.D. 200 (N.D. Ohio 1950). 


88141 F.2d 580 (2d Cir.), cert. denied, 323 U.S. 805 (1944). 


39 The Derman rule was followed in Langwood Products, Inc., v. Deluxe 
Game Corp., supra note 27, which was decided subsequent to § 1338(b) but 
prior to Kaplan. 


4° Supra note 34, at 548. 
“ Supra note 34, at 553. 
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the second circuit. This case reached a result contrary to Kleinman 
on similar facts. In Schreyer the plaintiff sued for patent infringe- 
ment and for unfair competition allegedly consisting in the wrong- 
ful use of information relating to the invention, which had been 
disclosed confidentially prior to the issuance of the patent and dur- 
ing negotiations for a license which failed to materialize. The district 
court held that the statute expresses Judge Clark’s view of the Hurn 
decision and assumed jurisdiction over the common law claim.” Ina 
unanimous opinion the court of appeals held the patent invalid, but 
affirmed the holding of the district court on the jurisdictional question. 

The court of appeals distinguished the Kleinman case on the ground 
that the Schreyer case did not “sound primarily in contract,” “ but 
such a distinction appears tenuous at best. As Judge Clark pointed 
out in the Kleinman decision, the term “unfair competition” properly 
includes misappropriation of proprietary information, and such mis- 
appropriation is all the more unfair where there is an express con- 
tract to pay for the use of the information. 

It is particularly noteworthy that the court of appeals did not 
modify the district court’s interpretation of section 1338(b) and that 
to satisfy the “related claim” test of the statute the court stated: 


The cause of action for infringement of this patent, in which 


it was shown that the confidentially disclosed information was 
used by the accused manufacturer, and the cause of action for 
unfair competition alleged to consist in the use of this infor- 
mation in the manufacture of the infringing article have such a 
common background of basic facts that the statutory relation- 
ship of 28 U.S.C. § 1338(b) is present.“ (Italics added.) 


Kaplan, Cutting Room, and Schreyer manifest a trend toward a 
liberal view of section 1338(b) in the second circuit. This trend 
should include within the statutory term “unfair competition” claims 
of misuse and misappropriation as well as palming-off. While the 
Kleinman decision is an unfortunate deviation from the liberal view, 
it may conceivably be rationalized as an instance of the traditional 
refusal of federal courts to hear actions for recovery of royalties under 
patent license agreements in the absence of diversity of citizenship.“ 


4289 F. Supp. 177 (D. Conn.), Note, 36 Va. L. Rev. 545 (1950). 

43 Supra note 35, at 924. 

44 Ibid. In view of the Schreyer decision, cases such as Foster D. Snell v. 
Potters, 88 F.2d 611 (2d Cir. 1937), and Treasure Imports v. Henry Amdur, 
127 F.2d 3 (2d Cir. 1942), must be reevalulated, for the refusal to grant relief 


for unfair competition engaged in prior to the inception of the federal claim 
is now anamolous. 


45 See Loew’s Drive-In Theatres v. Park-In Theaters, Inc., 174 F.2d 547 
(1st Cir.), cert. denied, 338 U.S. 822 (1949). 
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IV 
OTHER CASES 


Outside the second circuit, there has been little appellate in- 
terpretation of section 1338(b).% In Landstrom v. Thrope“ The 
United States Court of Appeals for the Eighth Circuit found juris- 
diction over a pendent claim of unfair competition, but based the 
test of a “related claim” on the identity of facts and proof between 
the common law and federal claims. In Dubil v. Rayford, The United 
States Court of Appeals for the Ninth Circuit denied jurisdiction 
over a common law claim of unfair competition, but failed to cite 
the statute and based its decision on a finding that there were two 
causes of action supported by separate facts. The most that can 
be said of these decisions is that they do not evidence any tendency 
to deviate from the requirement of identity of facts and proof between 
federal and common law claims. 


ConcLUSION 


The undesirable consequences of insistence upon identity of facts 
and proof to support pendent jurisdiction over unfair competition 
can not be denied. Two law suits are necessary where one should 
suffice; vagaries of pleading decide jurisdictional issues ;“* questions 
of appealability and finality of judgment are multiplied; and federal 


*6In the first circuit the court of appeals found jurisdiction over a claim of 
unfair competition in Judson Dunaway Corp. v. Hygienics Products Co., 
178 F.2d 461 (Ist Cir. 1949), but jurisdiction under diversity was conceded. 
The first circuit has occasionally avoided the question of jurisdiction over 
pendent claims other than unfair competition by deciding that even if jurisdic- 
tion existed, the doctrine of forum non conveniens is applicable. See Massachu- 
setts Universalist Convention v. Hildreth & Rogers Co. 183 F.2d 497 Cs 
Cir. 1950), Notes, 19 Geo. Wasu. L. Rev. 450 (1951), 29 Tex. L. Rev. 547 
(1951); cf. Strachman v. Palmer, supra note 18, Note, 34 Minn. L. Rev. 559 
(1950). These decisions are apparently based upon the assumption that the 
jurisdictional test established by Hurn was permissive. A similar interpretation 
of § 1338(b) would appear contrary to the express wording of the statute. 

47189 F.2d 46 (8th Cid.),cert. denied, 342 U.S. 819 (1951). 

48 184 F.2d 899 (9th Cir. 1950). 


“The following quotation from Steinhardt Novelty Co. v. Arkay Infants 
Wear, Inc., 10 F.R.D. 283 (E.D. N.Y. 1950), is. particularly appropriate ; 
... if one aim of the Rules of Federal Procedure is to dispense with ‘causes 
of action,’ and in the matter of pleading merely to require a succinct statement 
of a ‘claim or claims,’ then the district judges will defeat that purpose if they 
are required to scrutinize every pleading, to assume that the pleaders and 
the court are bound to follow rigidly everything that is alleged and to deny 
relief because of faulty craftsmanship on the part of the pleader, even though 
the claim is supported by substantial grounds. 

“That nebulous term ‘cause of action’ and the persistence of the expression in 
cases subsequent to Hurn v. Oursler, supra, will inevitably drive patent and 
rae pleaders into asserting under one ‘claim’ all of the possible grounds 
or relief.” 
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relief for unfair competition in the absence of an independent juris- 
dictional basis is largely restricted to cases of palming-off.” But 
if the federal courts follow the precedent of Ross Products v. New- 
man," which denied the existence of independent jurisdiction over 
unfair competition under the Lanham Act,” a restrictive view of 
section 1338(b) will have a more significant consequence—denial 
of a uniform law of unfair competition.” 

Even before the enactment of section 1338(b) a liberal view of 
pendent jurisdiction could be supported legally as well as logically. 
The legislative history of the statute evinces an intent to abrogate 
the limiting rule of Hurn v. Oursler, and the statutory language con- 
firms this intent. Now that there is express authority for a liberal 
view, there can be little justification for judicial inertia which retards 
its realization. As Judge Clark asserted in the Kleinman case, 


. . + the limiting rule can not possibly be justified by practical 
considerations, but must and does rest solely on the fiat of the 
law—and a questioned fiat at that. Yet once the legislature re- 
moves this ban-by-fiat there is no longer any reason to oppose 
the dictates of common sense—the basic ground for the opposite 
approach.” 

Netson H. SHapIro. 


50 Some cases, following the precedent of Lewis v. Vendome Bags, Inc., 
supra note 16, deny jurisdiction over even a claim of palming-off where an 
article manufactured by a patent owner is held not covered by the patent. 
Allen v. Barr, 93 F.Supp. 589 (E.D. Mich. 1950); Weinberg v. Rogers Im- 
ports, Inc., supra note 28; cf. Rockwell Mfg. Co. v. Evans Enterprises, Inc., 
95 F. Supp. 431 (W.D. N.Y. 1950). 

51 Supra note 4. 

52 Supra note 5. 

53 In Bulova Watch Co. v. Stoltzberg, 69 F.Supp. 543 (D. Mass. 1947), the 
court held that the doctrine of Erie R.R. v. Tompkins, 304 U.S. 64 (1938), does 
not apply to pendent jurisdiction. Note, 60 Harv. L. Rev. 821 (1947). See also 
Zlinkoff, Erie v. Tompkins: In Relation to the Law of Trade-Marks and Un- 
fair Competition, 42 Cot. L. Rev. 955, 986 (1942). 

54 See 2 Moore, Fep. Practice 373, 374 (2d ed. 1948). 

55 Supra note 34, at 551. 
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INTERSTATE COMMERCE CoMMISSION—A Moror CARRIER TACK- 
inc Its IRREGULAR AND REGULAR Route Ricuts Twicre.—The 
complainants alleged that the defendant, a motor carrier located at 
Birmingham, Alabama, was engaged in unauthorized irregular route 
radial motor carrier operations in that it was cross-hauling between 
points in an authorized radial territory. The defendant had acquired 
its irregular route rights by purchase, which was approved in Malone 
Freight Lines, Inc.—Purchase-Howard Hall Co., 40 M.C.C. 161 
(1945). These rights included a radial area of sixty-five miles around, 
and including Birmingham, Alabama, on the one hand, and, on the 
other, as far north as New York City, New York. Subsequently, the 
defendant acquired regular route rights by purchase which were to- 
tally within its irregular radial route territory around and including 
Bimingham, Alabama. This purchase was approved in Alabama 
Mineral Land Company, Control; Malone Freight Lines, Inc.—Pur- 
chase (Portion)—North Alabama Motor Express Inc., 50 M.C.C. 
804 (1947). Then the defendant admittedly made hauls under a 
claim of right which involved tacking its irregular route authority to 
its regular route authority at a common point, and then traveling over 
its regular route authority to another common point between its two 
authorities, where it again tacked its regular route authority to its 
irregular route authority. The examiner found that the defendant 
was cross-hauling his base point in a radial destination area and that 
the Commission, division 4, had found this unlawful. Held, for the 
complainant. Although the defendant was allowed to tack its irregu- 
lar route rights at common points to its regular route provided the 
irregular route character was maintained, they were not allowed to 
go further and “tack its regular authority to the same irregular route 
authority at . . . [the same or] other common point for the purpose 
of getting a single through movement between an origin and a desti- 
nation both of which are in the same radial destination territory.” 
Akers Motor Lines, Inc. v. Malone Freight Lines, Inc., 53 M.C.C. 
353 (1951). 

The basis for the decision was to extend slightly a well established 
rule of the Commission that a holder of a certificate authorizing irreg- 
ular route operations alone is not authorized to perform so-called 
cross-haul operations between points in a radial destination territory 
even though the service is performed through a base point. South- 
west Freight Lines v. Interstate Commerce Commission, 184 F.2d 
149 (8th Cir. 1950); Gays Express, Inc. v. Hargis and Nichols, 43 
M.C.C. 277 (1944); Jack Cole Co., Common Carrier Applica- 
tion, 36 M.C.C. 199 (1942). The rule develops from the Classtfica- 
tion of Motor Carrier’s Property, Ex Parte No. MC-10, 2 M.C.C. 
703, 709 (1937). There irregular-route radial service is defined as 
any one who undertakes to transport property in interstate com- 
merce from a fixed base point to a point or place located within such 
radial area, or from a point or place in such radial area to a fixed 
point. And irregular-route non-radial service is defined as any one 

10 [ 639 } 
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who transports property over irregular routes between points or com- 
munities and places within a defined geographical area without re- 
spect to a fixed base point. The Commission’s reason for the rule 
that a carrier cannot cross-haul between points in its radial destina- 
tion area being that it is necessary to maintain the distinction between 
radial and non-radial service and to hold otherwise would require 
some carriers burdened with a base point or points through which all 
traffic must pass to make circuitous operations. G. & M. Motor 
Transfer Co., Common Carrier Application, 43 M.C.C. 497, 504 
(1944). However, Commissioner Allredge believes that such a rule 
is not necessary to preserve the distinction between non-radial and 
radial service. G. & M. Motor case, supra, at 509 (dissent). 

Previously, the rule had been applied in proceedings where the 
operating rights of the carriers involved had been obtained under a 
single grant of authority. In Aetna Freight Lines, Inc. Interpreta- 
tion of Certificates, 48 M.C.C. 610, 611 (1948), the Commission, divi- 
sion 5, distinguished cases dealing with single grants of authority, as 
in the Jack Cole case, supra, and the G. & M. Motor case, supra, and 
cases dealing with a combination of two or more single (separate) 
grants of authority such as The Transport Corporation of Virginia 
Extension of Operations—Maryland, 43 M.C.C. 716 (1944), and 
Powell Bros. Truck Lines, Inc-—Purchase—Bryan, 39 M.C.C. 11 
(1943), and concludes by allowing the two separate authorities to be 
tacked in order to get through service since neither authority was sub- 
ject to any restriction prohibiting such through service. 

Perhaps the Commission, division 5, had a good reason for extend- 
ing the rule slightly. The extension of the rule might enable the Com- 
mission to more easily regulate competition between carriers. The 
Supreme Court and other federal courts recognize that it is the Com- 
mission’s function to weigh such competitive factors against such 
factors as giving the consuming public faster and through transporta- 
tion. United States v. Pierce Auto Freight Lines, 327 U.S. 515 
(1946) ; Virginian Ry. v. United States, 272 U.S. 658, 663 (1926) ; 
ICC v. Consolidated Freightways, 41 F. Supp. 651 (S.D. N.Y. 1941). 

The Interstate Commerce Commission is limited by statutory au- 
thority. /.C.C. v. Mechling, 330 U.S. 567 (1947); Stearn v. United 
States, 87 F. Supp. 596 (W.D. Va. 1949). Division 5, of the Com- 
mission did not consider 49 Star. 555 (1935), 49 U.S.C. 312 (1946). 
This statute creates a property right in the holder of an approved 
purchase or a grant of operating authority, which cannot be taken from 
such holder without due process of law. Texas & Pacific Transport 
Co. v. United States, 87 F. Supp. 107 (N.D. Texas 1949), reversed 
on other grounds, 340 U.S. 450 (1951); The Rock Island Motor 
Transit Co. v. United States, 90 F. Supp. 516 (N.D. Ill, 1950) ; 
Boulevard Transit Lines, Inc. v. United States, 77 F. Supp. 594 
(N.J. 1948). 


Where two carriers are operating independently, they may transfer 
their haul at common points in their routes to get a haul between two 
places which would be otherwise impossible. Clark-Lease-Rouken, 
36 M.C.C. 195, 200 (1940); see G. & M. Motor Transfer Co. 
case, supra, at 509 and 510, where Commissioner Allredge seems to 
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believe, in his dissenting opinion, that such would be unquestioned. 
Thus, if “Y” carrier acquifed irregular route rights represented as 
“y”, and “X” carrier acquired regular route rights represented as 
“X”, they can transfer hauls at common points to get a property right 
“Z”, which represents a haul by combining the two which would be 
impossible otherwise. And to go a step further, “X” carrier could 
transfer his haul to “Y” carrier at a common point, and subsequently 
“Y” carrier could transfer his haul back to “X” carrier at a common 
point. This might not be practicable, but it is a property right which 
“X” and “Y” can combine to get by private agreement and without 
the Commission’s approval. Thus, if “A” buys both the route rights 
of “Y” and “X” with the Commission’s approval without express 
restriction, should he not get the property right “Z” also? But accord- 
ing to the Commission’s (division 5) ruling here property right “Z” 
disappears. 

What the Commission should have done if they had wanted to 
maintain their rule against cross-hauling base points within a radial 
territory in this fact situation is to have disapproved the defendant’s 
purchases or added another express restriction when they approved 
the purchases. For surely, the defendant would not have purchased 
the regular route if there had been such a specific restriction against 
cross-hauling in this combination, for the regular route of the defend- 
ant is wholly within his irregular radial territory. 

Once the Commission approved the purchases made by the defend- 
ant without an express limitation to such tacking, the defendant 
should have acquired the property rights “X”, “Y”, and “Z”. The 
Commission should be bound by its mistake, if it was a mistake, as it 
was in the Boulevard Transit Lines, Inc. case, supra, where the Com- 
mission made a mistake and granted more authority than it intended 
to do, and it was held by the federal district court that it could not 
upon finding its mistake revoke such authority where the statutory 
conditions for taking such a property right were absent. 

The complainants’ argument against such a construction of the facts 
might be as follows: When the Commission approved defendant’s 
purchase in Malone Freight Lines, Inc-—Purchase—Howard Hall, 
supra, it approved only the acquisition of Hall’s irregular route rights, 
which we call “X”, as a “. . . vendee (of motor carrier rights) can 
acquire no greater rights than his vendor possessed.” ICC v. Moland 
Bros. Trucking Co., 62 F. Supp. 921, 923 (Minn. 1945). And when 
the Commission approved the acquisition of the North Alabama Ex- 
press Company’s regular routes in the Alabama Mineral Land Com- 
pany, Control; Malone Freight Lines, Inc-—Purchase (Portion)— 
North Alabama Motor Express Inc., supra, they approved only those 
rights which the Alabama Express Company had possessed itself, 
which we call “Y.” Nowhere did it approve property right “Z.” 
Thus by not allowing the defendant to exercise the property right “Z” 
the Commission is not taking away anything from the defendant with- 
out due process of law. 

But the foregoing argument is weak in view of Aetna Freight Line, 
and Transport Corporation of Virginia cases, supra, from which the 
Jack Cole case, supra, is distinguished as a single grant of authority 
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from the situation where there are two or more grants of authority 
and where the Commission allowed the tacking of an irregular route 
with a regular route. Furthermore, if the Commission has approved 
more than it meant to, the Boulevard case, supra, should be followed, 
which prohibits the revocation of an approved authority except accord- 
ing to the prescribed statutory conditions. Therefore, I submit that 
the Commission, division 5, should have ruled for the defendant. 
J.C.H. 


PaTENTS—ATomMic Enercy Act or 1946—Awarp For INVEN- 
TION oR Discovery.—Applicant filed a patent application upon an 
asserted invention of a method of and apparatus for separation of 
isotopes. A secrecy order was imposed and subsequently removed 
by the Patent Office during the pendency of which the asserted in- 
vention was tendered to the United States for its use. 40 Strat. 394 
(1917), as amended, 54 Srar. 710 (1940), 35 U.S.C. § 42 (1946). 
After prosecution to a final rejection which was based upon in- 
adequacy of disclosure, the patent application was abandoned. There- 
upon, application was made to the Patent Compensation Board of 
the Atomic Energy Commission for an award under provisions of 
§ 11(e)(2)(C) of the Atomic Energy Act of 1946. 60 Start. 769, 
42 U.S.C. § 1811 (1946). Held, applicant is awarded the sum of 
$7,500. In re McClellan, 91 U.S.P.Q. 278 (1951). 

In this case the Patent Compensation Board of the Atomic Energ 
Commission has granted the first “award” under § 11(e)(2)(C) of 
the Atomic Energy Act, supra. The conditions precedent to an 
“award” have been defined as: (1) lack of entitlement to compen- 
sation based upon patent rights, (2) an invention or discovery useful 
in the production of fissionable material or in the utilization of fission- 
able material or atomic energy for a military weapon, (3) compli- 
ance with § 11(a)(3) by reporting the invention or discovery to 
the Atomic Energy Commission or filing a patent application within 
the prescribed time, (4) actual use by the commission which may 
be a use in production, utilization, or research. Fletcher v. Atomic 
Energy Commission, 192 F.2d 29 (D. C. Cir. 1951). 

Since patent rights in certain proscribed fields of activity are abro- 
gated by § 11 in order that the security objectives of the act might 
prevail, a system of recompense was created, § 11(e). The form of 
requital available depends upon whether existing patent rights are 
revoked, securing of patent rights is prevented, or licensing is com- 
pelled. For revocation of patent rights the remedy of “just compen- 
sation” is provided, § 11(a), (b). For inventions or discoveries in 
the proscribed fields for which no patent rights may be conferred, 
the remedy is an “award,” § 11(e)(2)(C). For patent rights sub- 
jected to compulsory licensing the remedy is “reasonable royalty 
fee,” § 11(c). The Patent Compensation Board is the tribunal 
empowered to grant the remedies, subject to judicial review, 
§ 11(c)(2)(B); Boskey, “First Judicial Review of A.E.C. Patent 
Compensation Board,” 33 J. Pat. Off. Soc’y 627 (1951). 

The proscribed fields are: (1) production of fissionable material 
or utilization of fissionable material or atomic energy for a military 
weapon, (2) atomic energy research and development and, (3) non- 
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military utilization of atomic energy. If the invention or discovery 
is useful solely within the fields of category (1) or (2), no patent 
may be granted and existing patents are revoked, § 11 (a)(1), (b). 
If there are multiple uses including uses within category (1) or (2), 
no patent rights are conferred and existing rights are revoked to 
the extent of use in the prohibited fields, § 11(a)(2), (b). An in- 
vention or discovery within category (3) may be patented but the 
patent may be declared to be affected with the public interest and 
subjected to compulsory licensing by the Atomic Energy Commission, 
§11(c). Newman and Miller, “Patents and Atomic Energy,” 12 
Law & Contemp. Prob. 746 (1947). 

The “award” is the proper remedy for unpatented inventions or 
discoveries within category (1), production of fissionable material or 
utilization of fissionable material or atomic energy for a military 
weapon, § 11(e)(2)(C). That applicant’s apparatus and method lies 
within category (1) must be inferred from the findings in the instant 
case. Applicant had secured no patent rights since his patent appli- 
cation was abandoned and thus he met the requirement of lack of 
entitlement to “just compensation” under § 11(a) for revocation of 
patent rights. Fletcher v. Atomic Energy Commission, supra. 

Applicant’s claim for an “award” must be based upon an invention 
or discovery, § 11(e)(2)(C). Such a finding was made in the 
principal case by evaluation of applicant’s contribution against the 
background of the prior art. The degree of novelty is a factor con- 
sidered in determining the amount of award and therefore, the Patent 
Compensation Board is charged with the dual function of finding the 
extent of the invention and the value of the invention. Hafner, 
“Atomic Energy and Patent Law,” 33 J. Pat. Off. Soc’y 35 (1951). 

Whether the invention or discovery required is one that, except 
for the act, would be patentable is not expressly provided. It may 
be inferred that the requisites of patentability must be met since, in 
determining the amount of award, the Atomic Energy Commission 
shall take into consideration any defense, general or special, that 
might be pleaded by a defendant in an action for infringement, 
§ 11(e)(3)(C). But a requirement of patentability would be detri- 
mental to the avowed purpose of encouraging maximum scientific 
progress, § 1(b); Ooms, “The Patent Provisions of the Atomic 
Energy Act,” 15 U. of Chi. L. Rev. 822 (1948). For example, 
fundamental scientific discoveries including mathematical processes 
seem to be within the spirit of the act, even though unpatentable. 
Funk Bros. Seed Co. v. Kalo Inoculant Co., 333 U.S. 127 (1948) ; 
In re Yuan, 38 C.C.P.A. (Patents) 967, 188 F.2d 377, 89 U.S.P.Q. 
324 (1951). 

The invention or discovery must be reported with a complete 
disclosure to the Atomic Energy Commission unless a patent appli- 
cation is filed. In the instant case the requirement was met by the 
latter procedure. Such report or filing must be completed on or 
before: (a) the sixtieth day after August 1, 1946, (b) the sixtieth 
day after completion of the invention or discovery, (c) the sixtieth 
day after the applicant first discovers or first has reason to believe 
that the invention or discovery is useful in such production or uti- 
lization, § 11(a)(3). Thus an applicant for an “award” may apply 
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initially to the Patent Compensation Board or he may file a patent 
application and during or after prosecution apply to the Board. 
Boskey, “Inventions and the Atom,” 32 J. Pat. Off. Soc’y 563 
(1950). Initial application to the board incurs the risks incident to 
disclosure since it may be discovered that a right to a patent exists 
and the records of the board are open to public inspection unless 
prevented by security considerations. In re Fulmer, 86 U.S.P.Q. 
116 (1950). 

In the principal case it was found that the Atomic Energy Com- 
mission was employing, in research, an apparatus and a method in- 
corporating the principles of applicant’s disclosure. There was found 
to be no evidence that the use by the commission was derived from 
applicant’s disclosure. There is no express requirement in the act 
of actual use by the commission. However, under § 11(e)(3)(C) 
actual use is a factor to be considered in determining the amount 
of “award”; and under § 11(e)(3)(A) the defenses to an infringe- 
ment action are available to the commission. Actual use is held to 
be an implied condition to the grant of an “award.” Fletcher v. 
Atomic Energy Commission, supra. Hence, the requirement of actual 
use in the production of fissionable material or in utilization of fission- 
able material or atomic energy for a military weapon is met by 
use in research. 

By this liberal interpretation the unprovided case of an unpatented 
invention or discovery used in research or development is compens- 
able by an “award.” There is no express provision for an “award” 
for unpatented inventions or discoveries used in research and de- 
velopment; the only provision is for “just compensation” for revoked 
patent rights. By the decision in the principal case the restricted 
provision is desirably extended to achieve the objective of encour- 
aging research. Valimont, “Atomic Energy Patent Provisions and 
the American Economy,” 31 J. Pat. Off. Soc’y 743, 752 (1949). 

The amount of the “award” granted in the principal case was 
determined by the Patent Compensation Board from the standards 
of appraisal specified by the act. It was reasoned that the base 
minimum amount is fixed by the efforts and funds expended by the 
applicant. The remaining determinative factors are: general or 
special defenses available in an infringement action, aid of federally 
financed research, degree of utility, novelty and importance, and 
actual use, § 11(e)(3). It was found by the Patent Compensation 
Board that the imposition of secrecy interfered with possible ex- 
ploitation, but it was not ruled that it alone constitutes any basis 
for recovery. The act makes no provisions for compensation because 
of restraint in exploitation occasioned by a Patent Office secrecy 
order. In re Pacyna, 89 U.S.P.Q. 196 (1951). However, delay in 
exploitation following submission to the commission may be a factor 
taken into account for valuation in an appropriate case. In re Linde- 
quist, 88 U.S.P.Q. 264 (1951). 

It is submitted that the liberal interpretation of the patent pro- 
visions of the act afforded by the principal case is necessary to ensure 
maximum scientific progress in the absence of the displaced patent 
system. P. J. E 
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TAXATION—STocK DivipENDS—CHANGE IN PROPORTIONATE IN- 
TERESTS.—Edwin L. Wiegand Company, a Pennsylvania corporation, 
in June 1940 had outstanding 4,000 shares of $100.00 par value Class 
A common stock and 24,000 shares of no par Class B common stock 
with a stated value of $5.00 per share. The Class A stock was en- 
titled to a preferred cumulative dividend of $6.00 per share per 
annum, after which the Class B stock was entitled to $2.00 per share 
in any year before further dividends could be paid on the Class A 
stock in such year. The two classes were then entitled to participate 
equally, share for share, in any further dividends paid during the year. 
Upon liquidation the Class A stock was entitled to $100.00 per share 
plus accrued and unpaid dividends, after which the Class B stock was 
entitled to $5.00 per share. Thereafter each class was entitled to 
participate in any surplus remaining in the proportion that its stated 
capital bore to the total stated capital of both classes. All voting power 
was vested in the Class A stock. All of the outstanding shares were 
held by the petitioners and Fred I. Tourtelot. Four of the stock- 
holders held only Class B shares, and one held only Class A shares. 
The remaining stockholders held shares of both classes, three of them, 
including Tourtelot, holding the two classes in the ratio of one share 
of Class A stock to six shares to Class B stock, the same ratio that 
existed between the total outstanding shares of the two classes. On 
June 20, 1940, the company distributed 2,000 additional shares of 
Class A stock as a stock dividend on the Class A stock and distributed 
12,000 additional shares of Class B stock as a stock dividend on the 
Class B stock, the distributions being at the rate of one-half new share 
for each share of either class then outstanding. The stockholders 
treated the stock dividends as nontaxable distributions and did not 
report the new shares in their income tax returns for 1940. The 
respondent held that the stock dividends constituted taxable income 
to the stockholders in 1940 and determired deficiencies in their income 
tax returns for that year. All of the stockholders filed petitions with 
The Tax Court of the United States for a redetermination of the defi- 
ciencies. That court held, five judges dissenting, that the stock divi- 
dends constituted taxable income to the stockholders in 1940. Edwin 
L. Wiegand, 14 T.C. 136 (1950). The petitioners brought this 
action for review of the decision of the Tax Court. Held, the stock 
dividends did not constitute taxable income. Edwin L. Wiegand v. 
Commissioner, 5 CCH 1952 Fep. Tax Rep. 9199 (3rd Cir. 1952). 

The Supreme Court early established the rule that where a corpo- 
ration has only common stock outstanding and distributes a stock 
dividend in identical common stock to its stockholders, the stock divi- 
dend does not constitute income within the meaning of the Sixteenth 
Amendment to the Constitution, upon the ground that such a stock 
dividend does not effect any change in the proportionate interests of 
the stockholders in the corporation. Eisner v. Macomber, 252 U.S. 
189 (1920). After that decision, the view became generally accepted 
that no stock dividend of any kind would constitute income. Reflect- 
ing this view, Congress provided in § 201 (d) of the Revenue Act of 
1921 that stock dividends were not subject to tax. All revenue acts 
thereafter through the Revenue Act of 1934 contained a like provision. 
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In 1936 the Eisner v. Macomber decision, supra, was clarified and 
limited by the Supreme Court in Koshland v. Helvering, 298 U.S. 
441 (1936). The case involved the distribution by a corporation of 
common stock as stock dividends on its preferred stock, the corpora- 
tion then having both preferred stock and common stock outstanding. 
The case presented a question as to the basis of the dividend shares, 
the answer to which depended upon a determination as to whether the 
stock dividends constituted income to the preferred stockholders. The 
court held that the stock dividends constituted income within the 
meaning of the Sixteenth Amendment as the proportionate interests 
of the recipients in the corporation after the distributions were essen- 
tially different from their former interests. The Supreme Court like- 
wise held, following Koshland v. Helvering, supra, that where a cor- 
poration had preferred stock and common stock outstanding and dis- 
tributed preferred stock as a stock dividend on the common stock, the 
stock dividend effected a change in the proportionate interests of the 
common stockholders and constituted income to them. Helvering v. 
Cros” 302 U.S. 238 (1937) ; Helvering v. Pfeiffer, 302 U.S. 247 

As a result of the Koshland decision, supra, the statutory provision 
with regard to stock dividends was changed in § 115 (f) (1) of the 
Revenue Act of 1936 to provide that a distribution made by a corpo- 
ration to its stockholders in its stock shall not be treated as a taxable 
dividend to the extent that the distribution does not constitute income 
to the stockholders within the meaning of he Sixteenth Amendment. 
In 1940 this provision appeared unchanged in § 115 (f) (1) of the 
Internal Revenue Code. 

The rule established by the decisions in Eisner v. Macomber and 
Koshland v. Helvering, supra, was adhered to in Helvering v. Grif- 
fiths, 318 U.S. 371 (1943) . There the court was asked by the Com- 
missioner to overrule Eisner v. Macomber, supra, and hold taxable a 
dividend in common stock on common stock, the only class of stock 
outstanding. The court held that under § 115 (f) (1) of the Code 
Congress did not intend to tax stock dividends which Eisner v. 
Macom clearly had held not to be income, and that since Congress 
had not imposed any tax upon such stock dividends, there was no 
basis on which the decision in Eisner v. Macomber could be recon- 
sidered. The rule was likewise followed in a case where a corpora- 
tion, having only common stock outstanding, distributed a stock divi- 
dend in preferred stock, and in a case where a corporation, having 
outstanding voting common stock and non-voting common stock, the 
two classes being identical except as to voting rights, distributed non- 
voting common stock as a dividend on both classes. It was held in 
both cases that the dividends did not change the proportionate inter- 
ests of the stockholders and therefore were not taxable distributions. 
Strassburger v. Commissioner and Helvering v. Sprouse, 318 U.S. 
604 (1943). 

While the rule is well settled that a stock dividend represents in- 
come under the Sixteenth Amendment only where the dividend effects 
a change in the proportionate interests of the stockholders in the cor- 
poration, the meaning of the term “proportionate interests” is the sub- 
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ject of considerable dispute. Before the Tax Court the petitioners 
conceded the rule but urged that Eisner v. Macomber, supra, should 
govern inasmuch as the stock dividends distributed by Edwin L. Wie- 
gand Co. did not effect any immediate change in the proportionate 
interests of the petitioners in the net assets or value of the company. 
This argument was accepted by Judge Van Fossan, dissenting, who 
pointed out that had there been a liquidation of the company immedi- 
ately after the distribution, each stockholder would have received the 
same amount he would have received had there been a liquidation im- 
mediately before the distribution. 

The majority of the Tax Court concluded, however, that in deter- 
mining whether a change in proportionate interests has occurred, it is 
necessary to consider not only immediate changes in the liquidating 
value of each class of stock but also prospective changes with respect 
to priorities and amounts of future dividends and future liquidating 
distributions. The court noted in this regard that the distribution of 
the 2,000 shares of Class A stock gave that class added fixed prefer- 
ences in both dividends and liquidating distributions, while the distri- 
bution of the 12,000 shares of Class B stock gave that class increased 
rights to dividends and payments in liquidation before there could be 
any additional participation by the two classes in dividends and on 
liquidation, with the result that a portion of the interest previously 
inhering in either class shifted to the other class. The Tax Court 
concluded, therefore, that such changes were sufficient to make the 
proportionate interest represented by each class essentially different 
after the distributions from what it was before, and that the stock divi- 
dends constituted income under the Koshland decision, supra. 

It was further argued by the petitioners before the Tax Court that 
the distributions on the two classes constituted a single transaction, 
and that the effect of the distributions may not be considered as to 
each class separately but must be considered as to the effect of the 
distributions on each stockholder. They argued that the distributions 
to those stockholders who held shares of both classes in the ratio of 
one Class A share to six Class B shares did not receive any taxable 
income and that in the case of those who held both classes of stock, 
but not in that ratio, the taxable distribution was limited to that por- 
tion of the distributions allocable to the shares held in excess of such 
ratio. The Tax Court rejected this argument. Two separate divi- 
dends, not one, were declared and paid, it said, and irrespective of 
whether paid at the same time or paid separately, effect must be given 
to the result of each, and the proportions in which the two classes of 
stock are held by the individual stockholders do not constitute a basis 
for determining the taxability of the dividends. 

Prior to the decision in the instant case, The United States Court of 
Appeals for the Seventh Circuit, in a separate appeal taken by Fred I. 
Tourtelot, held that as to him the stock dividends did not constitute 
taxable income. Tourtelot v. Commissioner, 189 F. 2d 167 (7th Cir. 
1951). Tourtelot owned two per cent of the outstanding shares of 
each class both before and after the distributions. The court con- 
cluded, therefore, that although there had been a shift of interests as 
between the two classes of stock, Tourtelot realized no taxable income, 
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since the total interest in the company represented by all of the Class 
A and Class B shares held by him after the distribution of the stock 
dividends was the same as the total interest in the company repre- 
sented by all of the shares of both classes held by him prior to the 
distribution. 

The court in the instant case accepted the view of Judge Van Fos- 
san, dissenting in the Tax Court, that the stock dividends did not 
constitute taxable income to the petitioners since the dividends 
brought about no change in the proportionate interests of the petition- 
ers in the “net value of the corporation.” The court concluded that 
the shift of the proportionate interests of the stockholders in future 
dividends and distributions in liquidation did not render the stock 
dividends taxable. 

It is submitted that the decision in the instant case is in direct con- 
flict with the decisions of the Supreme Court in Helvering v. Gowran 
and Helvering v. Pfeiffer, supra. The preferred stock dividends dis- 
tributed to the common stockholders in those cases did not effect an 
immediate change in the proportionate interests of the stockholders in 
the net assets of the corporation. The only shift of interests between 
the stockholders was with regard to priorities to future dividends and 
future distributions in liquidation. The Supreme Court held that such 
dividends gave the common stockholders an interest different from 
that represented by their common stock and constituted income to 
them. The court in the instant case did not refer to those decisions. 
It is believed that they are not distinguishable and that they should 
govern here. 

While it appears indisputable that a change in the proportionate 
interests of the stockholders within the meaning of the Gowran and 
Pfeiffer decisions, supra, has occurred insofar as those stockholders 
holding only Class A stock, only Class B stock, or disproportionate 
amounts of both classes are concerned, the question with respect to 
those stockholders who held equal percentages of the shares of both 
classes presents a much closer question. The court in the Tourtelot 
case, supra, held that such a stockholder realized no income as a result 
of the dividends. 

The same question would be presented in any case where a corpo- 
ration had two classes of stock outstanding, some stockholders hold- 
ing equal percentages of the stock of each class, and distributed stock 
of one class as a dividend on the other. In the consideration of such 
dividends in the Koshland, Gowran, and Pfeiffer cases, supra, the 
Supreme Court has not indicated that the proportions in which a 
stockholder held shares of the two classes should be a factor in deter- 
mining the taxability of the dividend in his hands. It is submitted 
that a holding that such a stock dividend would not constitute income 
to stockholders who fortuitously held equal proportions of the out- 
standing shares of each class, but would be taxable to stockholders 
who held stock of both classes, but in different proportions, or who 
held only shares of the class upon which the distribution was made, 
would discriminate unfairly among the stockholders. 

Such a result would seem to follow in the instant case. The deter- 
mination of the Tax Court to the effect that the test of the taxability 
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of the stock dividends is whether a change in proportionate interests 


has occurred as between the two classes of stock appears to be the 
better view. 


TAXATION—STock IN Escrow—TAxaBILiTy OF DIVIDENDS.— 
Decedent owned 25 shares of the 50 shares constituting the out- 
standing capital stock of the Standard Paste & Glue Co. He entered 
into a written contract with the other stockholder to purchase the 
remaining shares. The selling price of $1,000 per share was based on 
an audit which the vendor caused to be made for purposes of establish- 
ing the value of the stock. The vendee advanced a cash down pay- 
ment and executed his unconditional promissory note for the balance. 
In order to protect the parties, the shares, endorsed in blank, were 
placed in escrow pending payment in full of the contract price. The 
contract provided that title should remain in the vendor until final 
payment ; that dividends paid on the shares during the period of the 
escrow should be applied to reduce the next installment of principal 
or interest due; and that the vendor would vote the stock as the 
vendee might direct. The company paid dividends during the escrow 
period out of earnings accruing prior to the date of sale, which divi- 
dends were applied against the balance due on the contract. The 
Commissioner of Internal Revenue contended that the dividends were 
income to the vendee and assessed a deficiency thereon. Plaintiff, as 
executor, brought action for refund of the tax thus paid. Held, re- 
versing the lower court, that the dividends were taxable to the bene- 
ficial owner-purchaser rather than to the holder of title for purposes 
of security. The Northern Trust Co. of Chicago v. United States, 
193 aa 127 (7th Cir. 1951), reversing, 100 F. Supp. 177 (N.D. 
Ill. ). 

As a general rule, dividends are taxable to the stockholder of rec- 
ord on the dividend date. The courts, however, have occasionally 
experienced difficulty in deciding to whom dividends are taxable where 
the stock has been purchased on a deferred payment plan similar to 
that existing in the instant case. The Court of Claims and the United 
States Courts of Appeal for the Second and Seventh Circuits have 
uniformly held that the dividends are taxable to the beneficial owner 
of the stock. Such uniformity among those courts notwithstanding, 
other courts have sometimes reached a contrary result on the basis 
of subtle distinctions in the purchase contract. 

An early case before the Court of Claims involved a contract similar 
to the one in the principal case except that the shares were to be trans- 
ferred pro rata by the trustee to the purchaser as paid for, with the 
seller retaining voting rights in the stock remaining in escrow. The 
court held that the dividends were taxable to the vendee who at all 
times was the beneficial owner, bare legal title being in the trustee to 
secure the vendor. Long v. United States, 66 Ct. Cl. 475 (1928). 
The court reached the same result in the case of Levy v. United 
States, 67 F. Supp. 958 (Ct. Cl. 1946). In that case the contract 
stated that the selling price was to be $1.00 per share less credit for 
dividends, and expressly provided that the vendor was to retain all 
rights as shareholder. Nevertheless, it was held that the contract was 
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for a fixed price and that the so-called reduction merely meant that 
the dividends were to be applied in satisfaction of the purchase price. 

The Board of Tax Appeals (Tax Court) reached a contrary con- 
clusion in Max Viault, 36 B.T.A. 430 (1937). The transaction in 
that case involved an executory sales contract which provided that the 
shares were to be placed in escrow as paid for with title passing as 
to all shares when the obligation was completely fulfilled. The board 
ruled that the dividends on the shares both in escrow and retained by 
the sellers were taxable to the sellers; they were paid to the sellers as 
shareholders and their character as such was immutable. 

The board reached the same result in the case of Fay Harvey 
Moore, 42 B.T.A. 949 (1940), rev'd, 124 F.2d 991 (7th Cir. 1941). 
In that case the shares were placed in escrow to be delivered to the 
vendee ratably as the installment notes were paid off. The purchase 
agreement provided, however, that the vendee was to have no lia- 
bility on the notes or otherwise in the event of failure to pay. The 
board following its previous decision held that the title to the shares 
in escrow was in the vendor, and as rightful recipient of the dividends, 
they were taxable to her. The court of appeals in reversing that deci- 
sion felt that the question of title to the shares was immaterial in 
arriving at the proper answer. It was stated that the tax statutes deal 
with realities and not fine-spun legalistic distinctions. As the agree- 
ment to credit the dividends against the purchase price put the bene- 
fiicial use of the shares in the purchaser, the court held that the divi- 
dends were not properly taxable to the seller. 

The case of De Gure v. Higgins, 65 F. Supp. 445 (S.D. N.Y. 
1946), rev'd, 159 F.2d 921 (2d Cir. 1947), resulted from the at- 
tempts of the Commissioner of Internal Revenue to tax the dividends 
in the Moore case, supra, to the purchaser pursuant to the decision of 
the court of appeals in that action. Such decision notwithstanding, 
the District Court of the United States for the Southern District of 
New York found that as the vendee would not be liable in event of 
default, the agreement was no more than an option to buy the stock. 
Thus, it followed that the dividends were mere reductions in the pur- 
chase price and not taxable as income to the vendee. In reversing the 
decision, the court deemed it unnecessary to decide whether the agree- 
ment was a purchase or an option. It was said that the dividends 
were certainly income to someone and as the purchaser had the greater 
number of attributes of ownership, the payments were income to that 

rty. 

“" a recent case, Arthur L. Hobson, 17 T.C. No. 101 (1951), the 
Tax Court reversed its position taken in the Viault and Moore cases, 
supra, and held that the dividends were taxable to the vendee. This 
case is interesting in that the Commissioner of Internal Revenue taxed 
the dividends to both parties and left it to the court to decide which 
one had been correctly taxed. The agreement was an executory sales 
contract and in addition to providing for the dividends to be credited 
on the purchase price, allowed the vendor to retain title and possession 
to all shares and to have the voting rights therein until the debt was 
discharged in full. The court found that the vendor held title and 
possession only as security for the purchase price, the beneficial use 
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of the property being in the vendee, who was chargeable with the tax 
on the dividends. 

In the principal case, the district court was greatly influenced by 
the fact that the selling price was set at the value of the shares as 
established by audit and that the dividends were paid out of earnings 
accumulated prior to the date of sale. The contract was thus construed 
by the lower court as one for a fixed price per share provided there 
was no dimunition in value before title passed to the vendee. The 
dividends paid were held not to be income to the purchaser. In this 
regard it was said that they merely constituted a dimunition of value 
before title passed and, therefore, served to reduce the purchase price 
in accordance with the manifest intent of the parties. In arriving at 
a contrary conclusion, the court of appeals said that it was wholly 
immaterial that the dividends may have reduced the value of the tax- 
payer’s capital investment, for that is the result when any dividend is 
paid. The court failed to find any distinction between the issue in 
the instant case and that presented in the Moore and De Guire cases. 
It ruled, accordingly, that the beneficial ownership was in the pur- 
chaser who remained liable for the taxes due on the dividends paid. 

It appears that the courts to which the problem has been presented 
have now reached some degree of unanimity on the issue involved in 
the instant case. It is submitted that the result is a sound one and 


places the tax burden on the party receiving the economic benefit of 
the dividends. C.E.M. 


TRADE MarkKs—OwNERSHIP—ACQUISITION, ASSIGNMENT, AND 
ABANDON MENT.—Plaintiff in 1939 devised a collating machine, 
formed a corporation to market the machines, and by 1942 had sold 
two of them in interstate commerce. Production was halted by the 
war. Plaintiff mortgaged all the assets and good will of the corpora- 
tion and withdrew, leaving it to be conducted by the mortgagee and 
his associate, Herbits. The corporation ceased in 1945, but Herbits 
continued to receive and answer inquiries about the machine until 
1948, when he agreed with defendant to produce the machines, which 
the latter would market under the name, “Paddy.” Although de- 
fendant advertised machines under this name, none were produced 
or marketed under the agreement. Plaintiff resumed production in 
1947, but did not label any machines “Paddy” until May, 1949, when 
he shipped a machine so labelled across state lines. This machine was 
not sold. Less than a month later plaintiff filed a trade-mark appli- 
cation alleging this as his first use, and registration was granted. 
Learning of defendant’s use of the mark, plaintiff brought suit to de- 
termine ownership. Held, (1) plaintiff was the owner of the mark 
since he adopted it when he devised the machine and used it by 
selling machines in interstate commerce before 1943; (2) he did 
not abandon the mark since his first use in 1939. New England Dupli- 
cating Co. v. Mendes, 190 F.2d 415 (1st Cir. 1951). 

Three issues are involved in the principal case. First, did the 
mortgage of the assets and good will of the corporation carry with it 
the trade-mark in dispute? Second, was the mark ever abandoned ? 
Third, if so, did plaintiff acquire exclusive right to the mark by his 
shipment in 1949? 
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At common law the first user of a trade-mark is its owner and 
has the right to exclude others from using the same mark on similar 
goods. McLean v. Fleming, 96 U.S. 245 (1877). A single use is 
sufficient to establish ownership of a technical trade-mark. Hanover 
Star Milling Co. v. Allen & Wheeler Co., 208 Fed. 513 (7th Cir. 
1913), aff'd sub nom. Hanover Star Milling Co. v. Metcalf, 240 U.S. 
403 (1916). However, the use must be in good faith with intent to 
continue using the mark. Worden v. Cannaliato, 285 Fed. 988 (D.C. 
Cir. 1923). A mere token use by one seeking only to acquire a trade- 
mark establishes no rights. Phillips v. Hudnut, 263 Fed. 643 (D.C. 
Cir. 1920) (goods with trade-mark affixed were sold at one-tenth 
their market value). Furthermore, the mark must be affixed to goods 
which move in commerce. Advertising by itself establishes no trade- 
mark rights. Gray v. Armand Co., 24 F.2d 878 (D.C. Cir. 1928). 
Whether or not a sale of goods with a trade-mark attached is neces- 
sary to confer ownership in a mark appears not to have been decided 
prior to the principal case except in the case of Walter Baker & Co. 
v. Delapenha, 160 Fed. 746 (D. N.J. 1908). That case held that a 
sale was necessary, On the other hand, the case of Wallace & Co. v. 
Repetti, Inc., 266 Fed. 307 (2nd Cir.), cert. denied, 254 U.S. 639 
(1920), held that trade-mark rights accrue when goods bearing the 
mark are first put on the market, without suggesting that an actual 
sale is necessary. Under § 1 of the Lanham Act, 60 Start. 427, 
15 U.S.C. 1051 (1946), the owner of a mark may have it registered 
if it has been used in commerce which Congress may regulate. Sec- 
tion 45 of the same Act, 60 Strat. 443, 15 U.S.C. 1127 (1946), pro- 
vides that a mark shall be deemed to be used in commerce when it is 
placed on goods which “. . . are sold or transported in commerce.” 
The court in the principal case pointed out that the use of the dis- 
junctive “or” between ‘‘sold” and “transported” in § 45 leaves no 
doubt that trade-mark rights may be acquired by transportation in 
commerce even in the absence of any sale. It stated that plaintiff’s 
shipment in May 1949 was in good faith and established his owner- 
ship of the mark. The force of this holding was weakened by the 
simultaneous holding that plaintiff acquired ownership by appropri- 
ation in 1939 and use before 1943, and never abandoned the mark. 
Sales of the machine labelled “Paddy” before 1943 clearly vested 
in plaintiff’s corporation the right to the mark. The holding that 
these sales gave plaintiff a right in the mark superior to defendant’s 
and that plaintiff never abandoned his mark was in effect a holding 
that plaintiff’s transfer of all business assets and good will did not 
include the mark. The decision apparently overlooked the funda- 
mental principle that a trade-mark is part of the good will of a 
business and is “. . . not the subject of property except in connection 
with an existing business.” Hanover Star Milling Co. v. Metcalf, 
supra. Conveyance of the good will of the business carries with it 
the trade-marks associated with the business. Morand Bros. v. Chip- 
pewa Springs Corp., 2 F.2d 237 (7th Cir. 1924), cert. denied 267 
U.S. 592 (1925). It is submitted that the court should have held 
that the corporation owned the mark at the time of its dissolution in 
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1945. The decisive issue would then be whether or not the mark 
was abandoned. 

Trade-mark rights are abandoned by non-use of the mark. The 
party raising the defense of abandonment must show not only acts 
indicating abandonment but also an intent to abandon. Saxlehner v. 
Eisner and Mendelson Co., 179 U.S. 19 (1900). Intent to abandon 
may be inferred from acts, and long non-use indicates abandonment. 
Wallace & Co. v. Repetti, Inc., supra. This presumption is rebutted 
if the facts indicate the owner intended to resume use of the mark. 
See for example Beech-Nut Co. v. Lorillard Co., 273 U.S. 629 (1927) 
(non-use for four consecutive years held not abandonment). If 
manufacture of an item is stopped by Government order in wartime, 
the question of abandonment is left open until after the ban is lifted 
and the manufacturer has had reasonable time to resume use of the 
mark. E. H. Scott Radio Laboratories, Inc., v. Philharmonic Radio 
Corp., 70 U.S.P.Q. 539 (1946) (applying by analogy the rule estab- 
lished in the Prohibition cases). However, one who lets one’s mark 
fall into disuse runs the risk of losing it to another who innocently 
adopts it and builds up a business without knowledge of the former 
use. Fruit Industries v. Bisceglia Bros. Corp., 101 F.2d 752 (3d 
Cir. 1939). Cessation of business works an abandonment of the 
trade-marks associated therewith, which are then open to appropri- 
ation by anyone. Rice Stix Dry Goods Co. v. Schwartz-Enbach- 
Huber Co., 47 App. D.C. 249 (1918). The correspondence con- 
ducted by Herbits between 1945 and 1948 represents a level of busi- 
ness activity intermediate between complete cessation and normal use 
of a mark. Such activity clearly could not establish any trade-mark 
rights; whether it is sufficient to keep an existing mark appears never 
to have been decided. This issue was not discussed because of the 
court’s view that plaintiff had owned the mark continuously since 
1939. 

While the court probably reached the correct result in the case 
under review, the reasoning appears unsound. Insofar as the case 
holds that one retains the right to a trade-mark after transfer of all 
the assets and good will of the business with which it is associated, 
it is contrary to the fundamental principle that trade-marks are part 
of the good will of a business. Morand Bros. v. Chippewa Springs 
Corp., supra. The holding that a shipment of goods without a sale 
confers ownership of a mark provided the shipment is made in good 
faith is regarded as the correct interpretation of the Lanham Act. 
What constitutes good faith should have been discussed more 
thoroughly, since the situation in the principal case is on the border- 
line between good faith and token use. A more clearly reasoned 
decision on the issues presented in this case is imperative when they 
arise again in the future. 

L. F. K., Jr. 
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Bastnc-Potnt Pricinc Systems UNDER FEDERAL ANTITRUST Laws, 
By George H. Sage. St. Louis: Thomas Law Book Company, 
1951. Pp. xvii, 381. $10.00. 


The law as to delivered pricing methods (also sometimes referred 
to collectively as “basing point pricing systems,” “geographical pric- 
ing practices,” etc.) is in a somewhat peculiar status at the present 
time. 

The series of decisions of the Supreme Court in the late 1940's, 
and the orders of the Federal Trade Commission there under review, at 
first glance appear to provide ample basis for Commissioner Lowell 
B. Mason’s view that the only safe pricing method is straight f.o.b.- 
mill.2, Yet many practicing attorneys seem to feel that neither the 
Commission nor the Supreme Court will be willing to revolutionize 
historic marketing practices by carrying to the indicated conclusion in 
subsequent cases the threat of the broad language in these now-leading 
cases. Certainly a great many of the so-called “homogeneous” prod- 
ucts continue to be sold under some form of delivered pricing. 

Support for this hunch, for it hardly is solid enough to deserve a 
more dignified term, cannot be found in any of the Court’s opinions, 
yet considerable support can be accumulated elsewhere. There im- 
mediately comes to mind the fact that four Justices voted against 
affirmance in the Rigid Steel Conduit case,’ the President’s veto 
message on S. 1008,* the language included by the FTC in its recent 
cease and desist order against the steel industry,® and the testimony 


1 Clayton Mark & Co. v. FTC, 336 U.S. 956 (1949) ; FTC v. Cement In- 
stitute, 333 U.S. 683 (1948); Corn Products Ref. Co. v. FTC, 324 U.S. 726 
(949) ; FTC v. Staley Mfg. Co., 324 U.S. 746 (1945). See also American 

Co. v. Russellville Canning Co., 191 F.2d 38 (8th Cir. 1951); Bruce’s 
Juices v. American Can. Co., 87 F. Supp. 985 (S.D. Fla. 1949); Bond Crown 
& Cork Co. v. FTC, 176 F.2d 974 (4th Cir. 1949); Allied Paper Mills v. 
FTC, 168 F.2d 600 (7th Cir. 1948), cert. denied, 336 U.S. 918 (1949); Ft. 
Howard Paper Co. v. FTC, 156 F.2d 899 (7th Cir.), cert. denied, 329 U.S. 
795 (1946); Milk and Ice Cream Can Institute vy. FTC, 152 F.2d 478 (7th Cir. 
1946); United States Maltsters Assn. v. FTC, 152 F.2d 161 (7th Cir. 1945). 

2In the Matter of Corn Products Ref. Co., F.T.C. Dkt. No. 5502 (opinion 
of Commissioner Mason concurring in order denying motion to dismiss complaint, 
dated July 12, 1949). See also Commissioner Mason’s speech before the 
Marketing Club of the Graduate School of Business Administration, Howard 
University, May 14, 1948. 

8, Clayton Mark & Co. v. FTC, 336 U.S. 956 (1949). 

“It is quite clear that there is no bar to freight absorption or delivered 
—~ as such.” Veto message dated June 16, 1950 on S. 1008, 81st Cong. 

ess. 

5In the Matter of American Iron & Steel Institute, F.T.C. Dkt. No. 5508: 

“III. PROVIDED, HOWEVER, that, in interpreting and construing the 
foregoing provisions of this order, it is understood that: 

“(1) The Federal Trade Commission is not considering evidence of uni- 


formity of prices or any element thereof of two or more sellers at any 
destination or destinations alone and without more as showing a violation 


Ww. 
“. . . (3) The Federal Trade Commission is not acting to prohibit or inter- 
fere with delivered pricing or freight absorption as such when innocently 
and independently pursued, regularly or otherwise, with the result of pro- 


moting competition.” 
[ 654 ] 
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before the Capehart Committee * showing strong economic justifica- 
tion for some measure of freight adjustment. 

Failure to give even the slightest recognition to this possibility that 
ultimately the law as to delivered pricing may come to occupy some 
middle area, or even to suggest that some questions as to delivered 
os are not completely answered by the decisions now in the 

nited States reports, detracts considerably from the worth of Mr. 
Sage’s survey of various methods of delivered pricing. 

The purpose of the book is stated in the preface to be “to indicate 
and discuss the principal legal problems of legality present in any 
industrial or business situation in which a basing point pricing system 
is being observed by a manufacturer group or an individual manu- 
facturer. The legality of any such observance in a particular situation 
will be thus indicated.” 

Bg conclusions which the author reaches can be simply summar- 
ized : 

First, bare use of a particular delivered pricing method by a sub- 
stantial number of sellers in a given industry, although concededly 
with no agreement or understanding to do so, is unlawful, at least 
as a violation of the Federal Trade Commission Act. 

Second, use of any delivered pricing method by an individual manu- 
facturer is an unlawful price discrimination under the Robinson- 
Patman Act. The mere showing of a price differential between com- 
peting customers is sufficient to show a statutory adverse effect on 
competition, and the defense of good faith meeting of competition is 
not available. 

The discussion mentioned in the preface is largely an application 
to individual forms of delivered price selling of the language of the 
opinions in the four cases* which have reached the Supreme Court. 
These decisions are interpreted in accordance with the most extreme 
views of Messrs. Wooden and Fetter. A lawyer seeking limitations 
on the results reached in those cases, searching for some means of 
distinguishing his client’s situation, will find no assistance in this 
book. 


To agree with the author’s first conclusion, that bare concurrent 
use of a delivered price method can be successfully attacked by the 
Government or a competitor or customer, one must accept either the 
“conscious parallelism of action” theory or the theory that the FTC 
has been delegated virtually despotic power to proscribe any method 
of doing business which it thinks is “unfair” (or both theories). The 
“conscious parallelism of action” theory, while a force to be reckoned 
with, is still in the area of controversy and has not yet been considered 
by the Supreme Court. It is gradually being recognized as the in- 
sidious thing it is,* and there still exists some possibility that this 


® Study of Pricing Methods, Hearings before a Subcommittee of the Senate 
Committee on Interstate and Foreign Commerce on S. Res. 241, 80th Cong., 
2d Sess. (1948) 

7 See note 1 supra. 

8 Fanchon & Marco v. Paramount Pictures, 100 F. Supp. 84, 104 (S.D. Cal. 
1951); Milgram v. Loew’s, 192 F.2d 579, 587 (3d Cir. 1951) (dissenting opinion 
of Judge Hastie). Kittelle and Lamb, The Implied Conspiracy Doctrine and 
Delivered Pricing, 1S Law anp ConTemMporaRY ProsLeMs 227 (1950). 
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theory may be rejected. The theory as to the extent of the Com- 
mission’s power likewise is still to be litigated. Admittedly some 
broad language in the Cement case® and the lower court’s opinion 
in the Rigid Steel Conduit case (which are accepted by Mr. Sage as 
his authority without question) points in that direction, but dictum 
on the one hand and a four-to-four split in the Supreme Court on 
the other hand can hardly be said to be conclusive. 

The second conclusion, that an individual manufacturer’s use of 
a delivered price method is likewise vulnerable, is rested squarely on 
the author’s acceptance of the theory that a difference in mill net 
returns *° is equivalent to a difference in prices insofar as the Robin- 
son-Patman Act is concerned. The author seems to feel that this 
theory has been written into law by the Corn Products," Staley,” 
and Cement cases, but it is submitted that in those cases the Court 
went no further than to accept the mill net returns as the measure 
of price discrimination where there was actually a difference in price. 
In pursuing this course, the biggest hurdle that will eventually have 
to be faced is the universal delivered price method (all freight allowed 
or prepaid, so that all buyers pay the same net price no matter where 
located). With no apparent difficulty, or awareness of the refine- 
ments in analysis in the judicial opinions, Mr. Sage finds that this 
form of delivered price selling is just as discriminatory as any other. 
While he mentions the contrary dictum in the Staley ** case, he seem- 
ingly feels it is not entitled to serious consideration. 

This reviewer believes, as indicated above, that the law as to de- 
livered pricing will not be crystallized for some considerable time to 
come. If this view is correct, the time is not yet ripe to attempt 
what Mr. Sage has done and Mr. Sage’s analysis is too oversimplified 
and overgeneralized either to give a business man an accurate con- 
ception of the problems he faces or to furnish adequate counseling 
guidance for attorneys who are faced with the realities of distinctions 
in factual and marketing situations that require differences in treat- 
ment of the legal issues related to delivered pricing. 


FRAZER F. HILper.* 


Comment on Weiner, Book Review, CHARLES Evans Hucues, 20 
Gro. WasH. L. Rev. 359 (1952). 


Merlo J. Pusey’s life of Charles Evans Hughes? has been recog- 
nized as one of the significant works of biography published in the last 
decade. As judicial biography it has especial importance for the bar 


® FTC v. Cement Institute, 333 U.S. 683, 708-9 (1948). 

10 The “mill net return” is the amount realized by the seller after transporta- 
tion charges paid by him are deducted from the price paid him by the buyer. 

11 Corn Products Ref. Co. v. FTC, 324 U.S. 726 (1945). 

12 FTC v. Staley Mfg. Co., 324 U.S. 746 (1948). 

13“But it does not follow that respondents may never absorb freight when 
their factory price plus actual freight is higher than their competitors’ price, or 
that sellers, by so doing, may not maintain a uniform delivered price at all 
points of delivery, for in that event there is no discrimination in price.” FTC v. 
Staley Mfg. Co., 324 U.S. 746, 757 (1948). 

* Member District of Columbia Bar. 


1 Pusey, CHarRLes Evans Hucues (1951). 
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and for law students. And as judicial biography it has been acclaimed 
by an almost unprecedented array of qualified reviewers, including 
Associate Justices Frankfurter and Jackson and retired Associate Jus- 
tice Roberts.” 

The dissonant note struck by Mr. Frederick Bernays Wiener in the 
January issue of this Review therefore seemed to me to call for com- 
ment. The editors have generously agreed to my request. Mr. Wien- 
er’s superb technical equipment is well known to anyone who has seen 
him before the Supreme Court. Ordinarily, one would hesitate to 
suggest that Mr. Wiener’s encyclopedic knowledge of the trees has 
left him a stranger to the forest. I am only so emboldened by those 
eminents of the law who have recognized that Mr. Pusey has given us 
a major work. 

Mr. Wiener’s principal lament is that, in his view, Mr. Pusey failed 
to view the Court-packing plan “as anything more than a New Deal 
boondoggle.” Further, Mr. Wiener says “surely an objective ap- 
praisal should realize . . . the intensity of popular sentiment for 
change that precipitated the plan.” For anyone who has actually read 
Mr. Pusey’s book, it is difficult to resist the impression that Mr. 
Wiener has granted himself a reviewer’s license with the facts that 
even outstrips the grammatical license involved in his remarkable per- 
sonification of the word “appraisal.” In any event, the following brief 
excerpt from Mr. Pusey’s book should make it plain that he did not 
write under the impression that the Court plan was something brought 
in by the stork: 


Having blocked an orderly evolution of federal power in the 


name of states’ rights, the majority suddenly turned and clamped 
the states themselves in the irons of standpattism. A rumble of 
discontent swept through the land... 


The general tenor of Mr. Wiener’s comments suggest that he is 
troubled by a deep sense of caste. What is truly regrettable, one 
gathers, is not so much what Mr. Pusey has written but that he has 
written at all. For Mr. Pusey is a newspaperman, or to use Mr. 
Wiener’s euphemism a “journalist.” Thus Mr. Pusey is accused of 
considering every case as important as every other case—“the jour- 
nalist’s scorecard reading of constitutional law.” Of course, Mr. 
Pusey does not do this in his book and in fact has disavowed such 
ideas in his editorials. 

Mr. Wiener’s sense of caste causes him to indulge extensively in 
the ad hominem. Thus Mr. Pusey’s writing comes from “his journal- 
ist’s pen” and is short of the “more exacting requirements of precise 
legal writing.” Now journalists, we must all quickly agree, are 
among the lowest forms of human life but they are obliged at least to 
attempt to get at the facts. Mr. Wiener is not the prisoner of any 
such old-fashioned concept. He states, for example, that Mr. Pusey 
had Hughes’ draft opinions and berates him for not making fuller use 


2Mr. Justice Frankfurter, New York Times, November 18, 1951; Mr. Justice 
Jackson, Washington Post, November 18, 1951; former Associate Justice Owen 
J. Roberts, New York Herald-Tribune, November 18, 1951. 

3 Pusey, op. cit. supra note 1, at 747. 
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of them. The fact is that Mr. Pusey had none of the draft opinions, 
and presumably Chief Justice Hughes did not keep them. That sort 
of thing, as more than one lawyer has complained to more than one 
newspaperman, “could have been checked by a single phone call.” 


Puinip L. GRAHAM, 
Publisher, 

The Washington Post. 
Member of the Florida Bar. 
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